From "Rational Utopia" to "Will-to-Utopia". On the "Post-modern" Turn in the Recent Work of Agnes Heller by Tormey, Simon
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)URP·5DWLRQDO8WRSLDµWR·:LOOWR8WRSLDµ
2QWKH·3RVWPRGHUQµWXUQLQWKH5HFHQW:RUNRI$JQHV+HOOHU

6LPRQ7RUPH\∗

$EVWUDFW $JQHV +HOOHU UHFHQWO\ GHVFULEHG KHU SRVLWLRQ DV
¶SRVWPRGHUQLVW• VXJJHVWLQJ D PRYH IURP D SROLWLFDOO\ UDGLFDO WR D
SROLWLFDOO\ OLEHUDORU ¶QHRFRQVHUYDWLYH•SRVLWLRQ7KHDLPRIWKLVSDSHU LV
WR DVVHVV WKH GHJUHH WR ZKLFK+HOOHU FDQ VWLOO EH UHJDUGHG DV D UDGLFDO
SROLWLFDO WKLQNHU WKURXJK DQ HYDOXDWLRQ RI KHU ZRUN RQ DXWRQRP\
GHPRFUDF\ DQG FRQWLQJHQF\ DOO RI ZKLFK UHPDLQ NH\ FRQFHSWV LQ KHU
WKLQNLQJDERXWWKHSROLWLFDO:HILQGLQHDFKFDVHWKDWZKLOVWPDQ\RIWKH
PRWLIVIURPKHUFULWLFDO0DU[LVWSHULRGUHFXULQKHUUHFHQWZRUNWKH\DUH
ORVLQJWKHLURSSRVLWLRQDORU¶QHJDWLYH•FKDUDFWHULQWKHVHQVHWKDWPDNLQJ
WKHVH PRWLIV RSHUDWLRQDO ZRXOG UHTXLUH FKDQJHV WR WKH VWUXFWXUH RU
IXQFWLRQLQJ RI OLEHUDOFDSLWDOLVP :KLOVW UHPDLQLQJ LQ VRPH VHQVH D
UDGLFDOWKLQNHU+HOOHUKDVPRYHGIURPWKHDGYRFDF\RID¶UDWLRQDOXWRSLD•
WRDIRUPRIWKHRULVLQJZKLFK,GHVFULEHDV¶ZLOOWRXWRSLD•UDGLFDODWWKH
VXUIDFH\HWFRQVHUYDWLYHDWWKHFRUH

.H\ZRUGV+HOOHUSRVWPRGHUQLVPXWRSLDSROLWLFV


7KHUHLVQRFOHDUHUVLJQRIWKHVWDWXUHRIDWKLQNHUWKDQWKHSXEOLFDWLRQRIDVSHFLDOHGLWLRQRIDQ
LQWHUQDWLRQDOO\UHSXWHGMRXUQDOGHYRWHGWRH[DPLQLQJKLVRUKHUZRUN7KLVLVDOOWKHPRUHWUXH
ZKHQ DV LQ WKH FDVH RI $JQHV +HOOHU WKH SHUVRQ LV QRW PHUHO\ VWLOO DOLYH EXW DW WKH PRVW
SURGXFWLYHDQGIUXLWIXOVWDJHRIKLVRUKHUFDUHHUZLWKWKHSURPLVHRIJUHDWZRUNWRFRPH,WLV
WKHUHIRUH ZLWK VRPH WUHSLGDWLRQ WKDW RQH DSSURDFKHV WKH WDVN RI DVVHVVLQJ WKLV H[WUDRUGLQDU\
RHXYUH RU HYHQ D SDUW RI LW 6R FRPSOH[ DQG GLYHUVH VR PXOWLIDULRXV DUH KHU LQWHUHVWV DQG
SDVVLRQVWKDWLWLVGHPDQGLQJHQRXJKWRNHHSXSZLWKKHUSURGLJLRXVRXWSXWZLWKRXWKDYLQJWR
MXGJH LWVPHULW UHOHYDQFHRUXWLOLW\ IRUVRFLDOFULWLTXH1HYHUWKHOHVVZHDUHGUDZQWRGRVRQRW
PHUHO\ EHFDXVH RI WKH SRZHU RI WKH LGHDV EXW EHFDXVH RIZKDWKHUZRUN UHSUHVHQWV+HOOHU LV
ZLWKRXWGRXEWRQHRI WKHFHQWXU\•VJUHDWHVW WKLQNHUVDQGRQHRI WKH ODVWZHPD\VSHFXODWH WR
SRVVHVVWKHDPELWLRQQRWWRPHQWLRQWKHFDSDFLW\WRDVVHVVZKROHWUDGLWLRQVRIWKRXJKWZKLOVW
DWWKHVDPHWLPHGHYHORSLQJDQGUHILQLQJRULJLQDOSRVLWLRQVLQDYDULHW\RILQWHOOHFWXDOILHOGV6KH
LVDOVRRQHRIWKHPRVWSURYRFDWLYHRIUHFHQWWKLQNHUV7RKHUFUHGLW+HOOHUKDVQHYHUSOD\HGVDIH
FRQVLVWHQWO\UHVLVWLQJWKHWHPSWDWLRQWRKLGHEHKLQGIRRWQRWHVRUVFKRODUO\GHWDLOIURPDGHVLUHWR
HQJDJH GLUHFWO\ ZLWK LGHDV DQG DUJXPHQWV /LNH WKH JUHDW SROHPLFLVWV DQG WKLQNHUV RI WKH
HLJKWHHQWKDQGQLQHWHHQWKFHQWXULHVKHUIRUWHKDVEHHQDQGUHPDLQVWKHHVVD\HYHQKHUORQJHU
ZRUNV UHDG PRUH OLNH HVVD\V WKDQ FRQYHQWLRQDO DFDGHPLF WUHDWLVHV  DW RQFH SHUVRQDO DQG

∗$GGUHVV IRU FRUUHVSRQGHQFH 6FKRRORI3ROLWLFV8QLYHUVLW\RI1RWWLQJKDP1RWWLQJKDP1*5’8.’U
7RUPH\ LV WKH DXWKRU RI0DNLQJ6HQVH RI7\UDQQ\ ,QWHUSUHWDWLRQV RI7RWDOLWDULDQLVP 0DQFKHVWHU083 +HKDV
ZULWWHQ D QXPEHU RI DUWLFOHV DQG FKDSWHUV RQ WKH ZRUN RI $JQHV+HOOHU DQG LV FXUUHQWO\ FRPSOHWLQJ D ERRN RQ
+HOOHU•VSROLWLFDOSKLORVRSK\+HZRXOG OLNH WRDFNQRZOHGJH WKH ILQDQFLDO VXSSRUWRI WKH%ULWLVK$FDGHP\DQGWKH
5HVHDUFK&RPPLWWHHRIWKH8QLYHUVLW\RI1RWWLQJKDPIRUWKLVZRUN
 9HUVLRQV RI WKLV SDSHU KDYH EHHQ UHDG DW VWDII VHPLQDUV LQ WKH GHSDUWPHQWV RI SROLWLFV RI UHVSHFWLYHO\ WKH
8QLYHUVLW\ RI :DOHV 6ZDQVHD DQG WKH 8QLYHUVLW\ RI %LUPLQJKDP 7KH DXWKRU WKDQNV WKH SDUWLFLSDQWV IRU WKHLU
KHOSIXOFRPPHQWVDQGVXJJHVWLRQV
 ,W LVZLWK VRPH UHJUHW WKDW ,ZULWH WKLV SLHFH LQ WKH NQRZOHGJH WKDW+HOOHU LV SXWWLQJ WKH ILQLVKLQJ WRXFKHV WR
DQRWKHUPDMRUSLHFHRIZRUN$7KHRU\RI0RGHUQLW\ZKLFKLVWREHSXEOLVKHGVKRUWO\DQGZKLFKLVOLNHO\WRVKHGPRUH
OLJKWRQDQXPEHURIWKHLVVXHVDGGUHVVHGKHUH
  
FRPSDFW XQSUHWHQWLRXV DQG XQUHVWUDLQHG $Q DFFXUDWH PRWWR IRU +HOOHU ZRXOG VXUHO\ EH WKH
1DSROHRQLFFU\¶RQV•HQJDJHHWSXLVRQYRLW•

7KLQNLQJDERXW+HOOHU•VRULJLQVKHULPSRUWDQFHLVDOVRKHUVWDWXVDVRQHRIWKHPRVWFRQVLVWHQWO\
FULWLFDORURSSRVLWLRQDOLQWHOOHFWXDOVRIUHFHQW\HDUV%\FRQWUDVWZLWKPDQ\RIWKRVHZKRHPHUJHG
RXWRIWKHQLJKWPDUHRIFRPPXQLVW(XURSH+HOOHUGLGQRWUHWLUHIURPFULWLFDORUSROLWLFDODFWLYLW\
RQFHZLWKLQWKHHPEUDFHRI OLEHUDOFDSLWDOLVP+HURSSRVLWLRQWRDFWXDOO\H[LVWLQJVRFLDOLVPGLG
QRW LQ RWKHU ZRUGV WUDQVODWH LQWR D GHIHQFH RI DFWXDOO\ H[LVWLQJ FDSLWDOLVP EXW UDWKHU LQWR D
UHQHZHGVHDUFKIRUWKHVRXUFHVRIDXWKHQWLFLW\GHFHQF\DQGVRFLDOMXVWLFHLQPRGHUQVRFLHW\SHU
VH $V D WKLQNHU ZKRVH V\PSDWKLHV UHVWHG WKURXJKRXW WKH V DQG V ZLWK WKH EURDGHU
0DU[LVWSURMHFWRIFUHDWLQJD ¶VRFLHW\RIDVVRFLDWHGSURGXFHUV•DQGVXEVWDQWLYH IUHHGRP+HOOHU
UHVLVWHG WKH WHPSWDWLRQ WR VXEVWLWXWH LQ +HUEHUW 0DUFXVH•V WHUPV ¶QHJDWLYH• IRU ¶SRVLWLYH• RU
DIILUPDWLYH WKLQNLQJ GHVSLWH WKH IDFW WKDW VKH DQG)pKHUZHUH MXVW DV FRQWHPSWXRXVRI IDUOHIW
FULWLFVRIOLEHUDOFDSLWDOLVPDVWKH\KDGEHHQRIWKHFRPPXQLVWRIILFLDOVWKH\PDQDJHGHYHQWXDOO\
WRHVFDSH IURP+HOOHUZDVDQGVWLOO LV DJHQXLQHO\ UDGLFDO WKLQNHUZKRKDVQHYHUJLYHQXS WKH
EHOLHIWKDWIDUUHDFKLQJFKDQJHVDUHUHTXLUHGWROLEHUDOFDSLWDOLVPLQRUGHUWRDGYDQFHWKHFDXVHRI
VRFLDOMXVWLFHDQGLQGLYLGXDOOLEHUW\,QGHHGRQHRIWKHUHPDUNDEOHIHDWXUHVRIKHUWKRXJKWLVWKH
FRQVLVWHQF\ ZLWK ZKLFK FHUWDLQ PRWLIV DQG WKHPHV VXFK DV ¶V\PPHWULF UHFLSURFLW\• ¶UDGLFDO
WROHUDQFH• DQG WKH ¶UDGLFDOLVDWLRQRI GHPRFUDF\•KDYH DSSHDUHG LQKHUZULWLQJV VLQFH WKHV
GHVSLWHWKHVKLIWVZKLFKKDYHRFFXUUHGHOVHZKHUHLQKHUWKRXJKWIRUH[DPSOHLQKHUDFFRXQWRI
PRGHUQLW\7KXVZKLOVWRWKHUVFDVWRIIWKHLUUDGLFDOLVPDVWKHWLGHRISXEOLFRSLQLRQDQGSXEOLF
SROLF\WXUQHGWRZDUGVWKHFRQVHUYDWLYHULJKWLQWKHHDUO\V+HOOHU•VUHVSRQVHZDVWRLQVLVWRQ
WKHHVVHQWLDOMXVWLFHDQGJRRGQHVVRIWKHVRFLDOLVWSURMHFW+HUDQVZHUWRWKRVHZKRSURFODLPHG
WKHGHDWKRIWKH/HIWZDVWRUHQHZVRFLDOLVWWKHRU\WKURXJKWKHHODERUDWLRQRID¶UDWLRQDOXWRSLD•
ZKLFKZRXOGDWWKHYHU\OHDVWGHPRQVWUDWHKRZLQGLYLGXDODQGFROOHFWLYHQHHGVFRXOGEHVWEHPHW
E\ D VRFLDOLVW VRFLHW\ DQG DW WKH YHU\ EHVW SURYLGH D VSDUN KRZHYHU VPDOO IRU WKH UHQHZDO RI
VRFLDOLVWSROLWLFDOHQHUJLHV

,QYLHZRI+HOOHU•VGHVFULSWLRQRIKHUODWHVWZRUNDV¶SRVWPRGHUQLVW•LWLVOHJLWLPDWHKRZHYHUWR
DVN WR ZKDW H[WHQW +HOOHU•V SROLWLFV DUH VWLOO LQIRUPHG E\ D VRFLDOLVW RU PRUH EURDGO\ UDGLFDO
SROLWLFDO DJHQGD 3RVWPRGHUQLVP LV DIWHU DOO UHDGLO\ DVVRFLDWHGE\ ERWK LWV DGYRFDWHV DQG LWV
FULWLFVZLWKSKLORVRSKLFDODQGLGHRORJLFDOUHODWLYLVP7KHFKDUDFWHULVWLFSRVWPRGHUQLVWVWDQFHLV
RQHRIDKRVWLOLW\WRQRWLRQVRIFHUWDLQW\SDUWLFXODUO\DVUHJDUGWKHHWKLFDODQGPRUDOVSKHUHVRI
OLIH ,W LV UHVROXWHO\ DQWLIRXQGDWLRQDO LQ RXWORRN DQG UHYHOV LQ GHFRQVWUXFWLQJ DQGXQGHUPLQLQJ
WUDGLWLRQDOSKLORVRSKLFDOFDWHJRULHVDQGYHULWLHV,QIRFXVLQJRQWKH¶SOD\RIGLIIHUHQFH•DQGWKH
DUELWUDULQHVV RI WKH VLJQ SRVWPRGHUQLVP UHMHFWV FRPPLWPHQW WR RQH YHUVLRQ RI WKH WUXWK RU
QHFHVVLW\ 7KH SRVWPRGHUQLVW DWWLWXGH LV DV+HOOHU KHUVHOI QRWHV LURQLFDO LW RIIHUV D GHWDFKHG
NQRZLQJQHVV DQG DW WKH VDPH WLPH DQ XQZLOOLQJQHVV WR EH SLQQHG GRZQ DV DQ DQWLGRWH WR

7KHLGHDRIDUDWLRQDOXWRSLDLVIXOO\H[SORUHGLQ$JQHV+HOOHU5DGLFDO3KLORVRSK\2[IRUG%ODFNZHOO>@
SSDQGLQ¶7KH*UHDW5HSXEOLF•3UD[LV,QWHUQDWLRQDO)RUDQH[DPLQDWLRQRI+HOOHU•VXWRSLDQLVP
VHH5LFKDUG%HUQVWHLQ¶$JQHV+HOOHU3KLORVRSK\5DWLRQDO8WRSLDDQG3UD[LV•7KHVLV(OHYHQ3DXO’DYLHV
SURYLGHV D XVHIXO GHIHQFH RI +HOOHU•V XWRSLDQ DSSURDFK LQ FRQVLGHULQJ WKH HYROXWLRQ RI %ULWLVK VRFLDOLVP LQ WKH
FRXUVH RI WKH WZHQWLHWK FHQWXU\ 6HH KLV ¶%ULWLVK 6RFLDOLVP DQG WKH ([KDXVWLRQ RI 8WRSLDQ 3ROLWLFDO (QHUJLHV•
8QLYHUVLW\ RI:DOHV 6ZDQVHD 3K’  HVSHFLDOO\ FKDSWHU RQH ¶:LOOLDP0RUULV• +LV SRLQW LV HVVHQWLDOO\ WKDW
ZLWKRXW VRPH FOHDU YLVLRQ RI KRZ WKLQJV PLJKW RWKHUZLVH EH VRFLDOLVW SUD[LV LV OLNHO\ WR ILQG LWVHOI FRQWLQXDOO\
FRPSURPLVHGE\ WKHGHPDQG WREH ¶UHDOLVWLF• OHDGLQJ WR DSUDJPDWLF UDWKHU WKDQ UDGLFDO VWDQFHYLVDYLV WKH VWDWXV
TXR
7KH ILUVWPHQWLRQ , FDQ ILQGRI+HOOHU UHIHUULQJ WRKHUVHOIDVD ¶SRVWPRGHUQLVW• LV LQ$JQHV+HOOHUDQG)HUHQF
)pKHU7KH3RVWPRGHUQ3ROLWLFDO&RQGLWLRQ 2[IRUG3ROLW\SS$FOHDUVWDWHPHQWRI WKHLU UHSRVLWLRQLQJRQ
WKHVH WHUPV LV JLYHQ LQ WKH LQWURGXFWLRQ WR 7KH *UDQGHXU DQG 7ZLOLJKW RI 5DGLFDO 8QLYHUVDOLVP 1HZ %UXQVZLFN
7UDQVDFWLRQ%RRNV
6HHFKDSWHUILYHRI%DUU\6PDUW3RVWPRGHUQLW\/RQGRQ5RXWOHGJH
  
LQWROHUDQFHDQGGLVUHVSHFWIRUWKHRWKHU0RUHRYHUDFFRUGLQJWRRQHUHFHQWFRPPHQWDWRULWLV
DQDWWLWXGHERUQRIF\QLFLVPDERXWWKHSRVVLELOLWLHVFRQWDLQHGQRWRQO\LQWKRXJKWDQGODQJXDJH
EXW PRUH FUXFLDOO\ LQ WKH SROLWLFDO LWVHOI 1RW IRU WKH SRVWPRGHUQLVW WKH HDUQHVW RU
ZKROHKHDUWHG H[SUHVVLRQ RI VHQWLPHQWV QREOH RU RWKHUZLVH 7KH IHDU RI VWULNLQJ D SRVH RU
SRVLWLRQZKLFKPLJKWRVVLI\ LQWRGRJPDRU ¶WRWDOLVLQJGLVFRXUVH• LVJXDUDQWHHDJDLQVW WKDW7KH
SRVWPRGHUQLVWVWDQFHLVWKHUHIRUHDVFHSWLFDORQHDFFRXQWLQJIRULWVVLPLODULWLHVWRSKLORVRSKLFDO
OLEHUDOLVP ZKLFK VKDUHV ZLWK LW WKH YLHZ WKDW PRUDO DQG HWKLFDO SRVLWLRQV DUH LQKHUHQWO\
LQFRPPHQVXUDEOH DQG KHQFH WKDW LW LPSRVVLEOH WR FRQFHLYH DQ\ ¶LGHDO•PRGHO RI VRFLHW\ EHLQJ
XQLYHUDOO\ DFFHSWDEOH 7KLV LV RI FRXUVH WKH RULJLQ RI+DEHUPDV•V FKDUJH WKDW SRVWPRGHUQLVP
UHSUHVHQWV D IRUP RI ¶QHRFRQVHUYDWLVP• LQ WKDW E\ UDLOLQJ DJDLQVW DOO DWWHPSWV DW IRXQGDWLRQDO
VWUDWHJLHV WKH SRVWPRGHUQLVW GHQLHV KLP RU KHUVHOI WKH UHVRXUFHV QHFHVVDU\ IRU PRXQWLQJ D
FULWLTXHRIWKHJLYHQ$VVXPLQJ+DEHUPDVLVULJKWLWIROORZVWKDWWKHSRVWPRGHUQLVWVWDQFHLV
UDUHO\UDGLFDOLQWKHVHQVHRIEHLQJRSSRVHGWRRUFULWLFDORIWKHOLEHUDOFDSLWDOLVWVWDWXVTXR,QWKH
DEVHQFHRISKLORVRSKLFDOO\MXVWLILDEOHIRXQGDWLRQVIRUWKHSURPRWLRQRIDYLVLRQVRIDFROOHFWLYLVW
IRUPRIH[LVWHQFHWKHWHPSWDWLRQLVWRRSWIRUWKHGHIHQFHRIWKHLQGLYLGXDODJDLQVWWKHVWDWHDQG
E\H[WHQVLRQRIWKHPDUNHWRUGHUDJDLQVWDWWHPSWVWRSURPRWH¶VRFLDOMXVWLFH•,IQRWLGHRORJLFDOO\
OLEHUDO SRVWPRGHUQLVP DW WKH YHU\ OHDVW IDOOV LQZLWK WKH OLEHUDO FRQVHQVXV DERXW WKH IRUPRI
VRFLHW\ZKLFKLVPRVWOLNHO\WRPHHWRXUQHHGVDVFRQWLQJHQWLQGLYLGXDOV

7KH TXHVWLRQ ZKLFK WKHUHIRUH FRQIURQWV XV LV ZKHWKHU +HOOHU LQ HPEUDFLQJ DV VKH VHHV LW
SRVWPRGHUQLVP KDV JLYHQ XS KHU SROLWLFDO UDGLFDOLVP $OWHUQDWLYHO\ KDV VKH IRXQG D ZD\ RI
FRPELQLQJDQDWWDFKPHQWWRSRVWPRGHUQLVPZLWKDFRQWLQXLQJFRPPLWPHQWWRDWWKHYHU\OHDVW
 WKH LGHDOV DQG SULQFLSOHV VKH KHOG LQ KHU FULWLFDO0DU[LVW SKDVH" ,Q RWKHU ZRUGV KDV+HOOHU
IRXQGWKHNH\WRXQORFNLQJDJHQXLQHO\UDGLFDOSRVWPRGHUQSROLWLFV"


)URP3RVW0DU[LVPWR¶SRVWPRGHUQLVP•

2QH RI WKH GLIILFXOWLHV FRQIURQWLQJ FRPPHQWDWRUV WU\LQJ WR JHW D JUDVS RQ WKH FRQFHSW RI
SRVWPRGHUQLVPSRVWPRGHUQ LV WKHPDQQHU LQ ZKLFK WKHVH WHUPV DUH XVHG LQWHUFKDQJHDEO\ WR
PHDQHLWKHUWKHWLPH¶DIWHU•WKHPRGHUQRUDQDWWDFKPHQWWRYDOXHVQRUPVDQGEHOLHIVWKDWFDQ
EH GLVWLQJXLVKHG IURP ¶PRGHUQLVW• HTXLYDOHQWV ,Q RWKHU ZRUGV ¶SRVWPRGHUQ• PHDQV ERWK D
SHULRGRI WLPH DQG DGLVWLQFW VWDQFHRUSRVLWLRQZLWKLQ WKHPRGHUQ:KDW LV LQWHUHVWLQJ DERXW
+HOOHU•V UHFHQW ZRUN LV KRZ VKH KDV HPEUDFHG ERWK VHQVHV RI WKH DSSHOODWLRQ )RU KHU WKH
SRVWPRGHUQLVERWKDSHULRGRIWLPHRU¶FRQGLWLRQ•ZLWKLQPRGHUQLW\DVGHVFULEHGIRUH[DPSOH
E\/\RWDUGEXWPRUHJHQHUDOO\LWLVDOVRD¶SROLWLFDO•VWDQFHLQWKHVHQVHRIVWDQGLQJIRUDUHMHFWLRQ
RIWKHPRGHUQDVWKDWWUDQVODWHVLQWRSROLWLFDOSUDFWLFH5HJDUGLQJWKHIRUPHUZKDWVKHPHDQV
E\ WKH VHQVH RI WKH SRVWPRGHUQ ZLWKLQ WKHPRGHUQ LV WKHPDQQHU LQ ZKLFKZH SHUFHLYH WKH
FKDUDFWHURIPRGHUQVRFLHW\7RVSHDNRI¶0RGHUQLW\•LVWRVSHDNRIWKHLQHOXFWDEOHSURJUHVVRI
VRFLHW\ WRZDUGV VRPH HQG RU WHORV WKH SURJUHVVLYH XQIROGLQJ RI KXPDQ HVVHQFH RI VSHFLHV
FDSDELOLW\RURXUPDVWHU\RYHU LQQHUDQGRXWHUQDWXUH,QWKLVVHQVHWKHPRGHUQLVQRW MXVWWKH
HQVHPEOHRI UHODWLRQVZLWKLQDJLYHQVRFLDOSHULRG LW LVDOVRD ¶SURMHFW•ZKLFK LVJLYHQ WRXV WR
UHDOLVHRULQDPRUH+HJHOLDQPRGHZKLFKLVWRXQIROGDFFRUGLQJWRLWVRZQORJLFRU*HLVW%XW
ZKDWDOVRDSSHDUVZLWKWKHRQVHWRIPRGHUQLW\LVWKHVHQVHRIFRQWLQJHQF\WKHVHQVHLQZKLFKZH

5LFKDUG5RUW\•V&RQWLQJHQF\,URQ\DQG6ROLGDULW\&DPEULGJH&DPEULGJH8QLYHUVLW\3UHVVLVRIFRXUVHRIWHQ
FLWHGDVUHSUHVHQWDWLYHRIWKLVVWDQFH
7LPRWK\%HZV&\QLFLVPDQG3RVWPRGHUQLW\/RQGRQ9HUVR
-UJHQ+DEHUPDV¶0RGHUQLW\YHUVXV3RVWPRGHUQLW\•1HZ*HUPDQ&ULWLTXH
-HDQ)UDQoRLV/\RWDUG7KH3RVWPRGHUQ&RQGLWLRQ$5HSRUWRQ.QRZOHGJH0DQFKHVWHU0DQFKHVWHU8QLYHUVLW\3UHVV
 
  
QRORQJHUKDYHDV+HOOHUSXWVLW ¶IDWHV•EXW ¶GHVWLQLHV•ZKLFKLW LVRXU¶GXW\•WRIXOILO6RFLDO
KLHUDUFK\LVQRORQJHUWKHUHIOHFWLRQRIDVWUDWLILHGFDVWHRUGHUDQGHDFKLQGLYLGXDOILQGVKLVRUKHU
SODFH LQVRFLHW\E\YLUWXHRIKLVRUKHUIXQFWLRQ LQ WKHVRFLRHFRQRPLFRUGHU$FKDQJH LQ WKH
IXQFWLRQKHRUVKHSHUIRUPVLVUHIOHFWHGE\DFKDQJHLQKLVRUKHUVRFLDOVWDWXV7KXVZKDWKDV
FKDQJHGLQWKHFRXUVHRIWKHXQIROGLQJRIPRGHUQLW\LVRXUSHUFHSWLRQRIZKDWZHDUHDQGZKHUH
ZHDUHJRLQJ0RGHUQFRQVFLRXVQHVVLVQRORQJHUDVLWRQFHZDVGLFWDWHGE\DVHQVHRIQHFHVVLW\
RU LQHYLWDELOLW\:H QRZ UHJDUG RXUVHOYHV LQ.LHUNHJDDUGLDQ WHUPV DV EHLQJ ¶WKURZQ• LQWR WKH
ZRUOG DQG KHQFH DV GLFWDWLQJ RXU RZQ JRDOV DQG HQGV 7KH VHQVH RI EHLQJ RQ ERDUG DQ DOO
HPEUDFLQJ WHOHRORJLFDO SURMHFW JLYHVZD\ WR WKH VHQVH RI RXU EHLQJ GLVFUHWH DOPRVW 6WLUQHULDQ
HQWLWLHV DEVRUEHG E\ RXU RZQ SODQV REMHFWLYHV DQG SXUSRVHV 7R XQGHUOLQH WKH SRLQW
PRGHUQVRFLHW\KDVQRWFKDQJHGLQDQ\REMHFWLYHVHQVHDFFRUGLQJWR+HOOHU•VDQDO\VLV0RGHUQLW\
FDQVWLOODVVKHDUJXHGLQ$7KHRU\RI+LVWRU\EHFKDUDFWHULVHGLQWHUPVRIWKHLQGHSHQGHQWORJLFV
RILQGXVWULDOLVDWLRQFDSLWDOLVPDQGGHPRFUDF\RULQDPRUHUHFHQWIRUPXODWLRQLQWHUPVRIWKH
KHJHPRQ\ RI WKH IXQFWLRQDO RYHU WKH VWUDWLILHG RI WKH SURWHDQ RYHU WKH VWDWLF:KDW KDV
FKDQJHG LV KRZZH DV ¶PRGHUQ• LQGLYLGXDOV YLHZ RXUVHOYHV DQG RXU UHODWLRQ WR WKHZRUOGTXD
¶KRPH• 3RVWPRGHUQLVP LV LQ WKLV VHQVH WKH HIIHFW PRGHUQLW\ SURGXFHV LQ WKH FRXUVH RI LWV
VZHHSLQJDZD\RIDOOWKRVHSUDFWLFHVQRUPVDQGEHOLHIVZKLFKRQFHVHHPHGVR¶VROLG•

$FFRUGLQJWR+HOOHUWKHVXFFHVVRIDQHPDQFLSDWRU\SROLWLFVLVGHSHQGHQWXSRQLWVEHLQJDEOHWR
HPEUDFHDQGEXLOGXSRQWKHVHFKDQJHVLQWKHZD\ZHWKLQNDERXWRXUVHOYHV,WPHDQVILUVWO\DQG
PRVWREYLRXVO\UHMHFWLQJZKDWVKHDQG)pKHUWHUP¶UHGHPSWLYH•SROLWLFVDQGLWVELSRODURWKHU
WKHSROLWLFVRI¶GDPQDWLRQ•,ILWLVQRORQJHUUHOHYDQWWRWDONLQWHUPVRIPRGHUQLW\DVKDYLQJ
DJRDORUHQG WKHQ WKLV UHQGHUV IRUPVRISROLWLFVZKLFKSURPLVH WKH UHDOLVDWLRQRI WKDWJRDO LQ
WHUPVRIVRPHXOWLPDWHO\JRRGRUMXVWIRUPRIVRFLHW\HTXDOO\LUUHOHYDQW7KLVLVWKHVRXUFHRIKHU
KRVWLOLW\WR0DU[LVPZKHUHLWHTXDWHVDVLQ%ROVKHYLVPWRDGRFWULQHRIKLVWRULFDOLQHYLWDELOLW\
$VVKHVHHVLWDUPHGZLWKVXFKDGRFWULQHWKHUHLVDJUHDWWHPSWDWLRQWRMXVWLI\HYHU\WKLQJDQG
DQ\WKLQJLQWKHQDPHRIDQHQGZKLFKEHFDXVHLQHYLWDEOHLVXQTXHVWLRQDEO\¶JRRG•5HGHPSWLYH
SROLWLFVLVWKXVDXWLOLWDULDQSROLWLFVDQGDVVKRXOGDOUHDG\EHDSSDUHQWJLYHQKHUXQGHUVWDQGLQJ
RIWKHPRGHUQFRQGLWLRQXWLOLWDULDQLVPRIZKDWHYHUKXHLVDIODZHGPRUDOWKHRU\,ILQGLYLGXDOV
QRORQJHUWKLQNRIWKHPVHOYHVDVSDUWRIDFODVVDQDWLRQRUUDFHWKHQDSROLWLFVWKDWLQVLVWVRQ
VDFULILFLQJ VRPH IRU WKH VDNHRI WKH ¶PDQ\• LVRQHZKRVH OLNHO\RXWFRPH LV WKH*XODJ3ROLWLFV
PXVW WKHUHIRUH VWDUW IURP WKH IDFW RI RXU WKURZQQHVV IURP RXU SHUFHSWLRQ RI RXUVHOYHV DV
XQLTXH DQG LQGLYLGXDO  DV ¶HQYHORSHV• ZDLWLQJ WR EH ¶DGGUHVVHG• ,W PXVW VWDUW E\
DFNQRZOHGJLQJWKDWZHDOUHDG\VHHRXUVHOYHVDVIUHHE\YLUWXHRISRVVHVVLQJGHVWLQLHVUDWKHUWKDQ
IDWHV7KHSURPLVHRIXOWLPDWHOLEHUDWLRQPXVWWKXVJLYHZD\WRDSROLWLFVRIFLYLOLVHGFRQGXFW

)URPWKHSRLQWRIYLHZRIGHYHORSLQJDUDGLFDOSROLWLFDODJHQGDWKLVVRXQGVOLNHDUHFLSHIRUODLVVH]
IDLUH JRYHUQPHQW DQG WKH SURWHFWLRQ RI LQGLYLGXDO ULJKWV DJDLQVW WKH HQFURDFKPHQWV RI WKH
FROOHFWLYLVWVWDWH$IWHUDOODV+HOOHUUHFRJQLVHVWKLVLVDQHVVHQWLDOO\VLPLODUVWDUWLQJSRLQWWRWKDW

7KLVGLVWLQFWLRQEHWZHHQ¶IDWHV•DQG¶GHVWLQLHV•LVDNH\PRWLILQWKHUHFHQWZRUNRI$JQHV+HOOHUDQGSHUPHDWHV
DOO KHU WKLQNLQJ RQ WKH FKDUDFWHU RI VXEMHFWLYLW\ 6HH LQ SDUWLFXODU$ 3KLORVRSK\ RI +LVWRU\ LQ )UDJPHQWV 2[IRUG
%ODFNZHOO $Q(WKLFV RI 3HUVRQDOLW\ 2[IRUG %ODFNZHOO  DQG D QXPEHU RI WKH HVVD\V LQ&DQ0RGHUQLW\
6XUYLYH"&DOLIRUQLD8QLYHUVLW\RI&DOLIRUQLD3UHVV
6WLUQHULVDWWKHH[WUHPHHGJHRIWKHLQGLYLGXDOLVWWUDGLWLRQUHMHFWLQJDOOREOLJDWLRQVDQGGXWLHVWKDWDUHQRWVHOI
FKRVHQ6HH0D[6WLUQHU7KH(JRDQGLWV2ZQ/RQGRQ5HEHO3UHVV>@
$JQHV+HOOHU$7KHRU\ RI+LVWRU\ /RQGRQ5RXWOHGJHDQG.HJDQ3DXOSS+HOOHUQRZVWUHVVHV
WKDWWKHVKLIWIURPDVWDWLFWRDG\QDPLFQRWLRQRIMXVWLFHDQGIURPIRUPVRIMXVWLILFDWLRQEXLOWRQWKHQDWXUDOWRWKH
RQWRORJLFDOLVWKHRXWVWDQGLQJFKDUDFWHULVWLFRISRVWPRGHUQDVRSSRVHGWRSUHPRGHUQVRFLHWLHV6HH$JQHV+HOOHU
¶0RGHUQLW\•V3HQGXOXP•7KHVLV(OHYHQSS
 6HH LQ SDUWLFXODU)HUHQF)pKHU•V HVVD\ ¶5HGHPSWLYH DQG’HPRFUDWLF3DUDGLJPV LQ5DGLFDO3ROLWLFV• LQ)HUHQF
)pKHUDQG$JQHV+HOOHU(DVWHUQ/HIW:HVWHUQ/HIW7RWDOLWDULDQLVP)UHHGRPDQG’HPRFUDF\&DPEULGJH3ROLW\  
+HOOHU$3KLORVRSK\RI+LVWRU\LQ)UDJPHQWVS
  
VKDUHGE\ OLEHUDOVDQG OLEHUWDULDQVVXFKDV)ULHGULFKYRQ+D\HN,VDLDK%HUOLQDQGHYHQ5REHUW
1R]LFNWKHErWHQRLUHRIFROOHFWLYLVWGRJRRGLQJ+RZWKHUHIRUHGRHV+HOOHUVTXDUHWKHGHIHQFHRI
WKHGLVFUHWHUDGLFDOO\XQHQFXPEHUHGLQGLYLGXDOZLWKWKHRIWH[SUHVVHGGHVLUHWRSURPRWHVRFLDO
MXVWLFH",IZHDUHLQDFUXFLDOVHQVHDOUHDG\IUHHZKDWLVOHIWIRUWKHSROLWLFDOUDGLFDOWRDUJXHIRU"


7KHDQWLQRPLHVRIDXWRQRP\

’HVSLWH KHU HPEUDFH QRW PHUHO\ RI WKH UKHWRULF EXW DOVR WKH H[LVWHQWLDOLVW DFFRXQW RI WKH
FRQVWLWXWLRQRI VXEMHFWLYLW\ LW LV HYLGHQW WKDWKHUH[LVWHQWLDOLVPVWRSVVKRUWRI WKH1LHW]VFKHDQ
DGYRFDF\ RI D WUDQVXEVWDQWLDWLRQ RI DOO YDOXHV +HOOHU UHWDLQV D FRPPLWPHQW WR WKDW
TXLQWHVVHQWLDOO\PRGHUQHSRFKWKH(QOLJKWHQPHQWLQWKHVHQVHRINHHSLQJIDLWKLQWKHSRVVLELOLW\
RIGHOLQHDWLQJUDWLRQDOYDOXHV$OWKRXJKLWPLJKWDSSHDUWKDWZHLQKDELWD0F,QW\UHDQZRUOGRI
YDOXHKHWHURJHQHLW\SOXUDOLVPDQGLQFRPPHQVXUDELOLW\WKLVLQIDFWPDVNVWKHVLJQLILFDQWGHJUHH
WRZKLFKZHDOODVKXPDQEHLQJVVKDUHDQDWWDFKPHQWWRFHUWDLQ ¶XQLYHUVDOO\YDOLGYDOXH LGHDOV•
7KHVH DUHPLQLPDOO\ WKH YDOXHV RI OLIH DQG IUHHGRP ZLWK HTXDOLW\ DQG GHPRFUDF\ DV SRVVLEOH
PHPEHUVRIWKHVHWDVZHOO+HOOHU•VSRVWPRGHUQLVPLVWKXVDWOHDVWZHDNO\IRXQGDWLRQDO)DU
IURPEHLQJFRQFHUQHGWRREOLWHUDWHWKHLGHDRIVKDUHGQRUPVDQGYDOXHVVKHKDVVSHQWWKHSDVW
RI WZHQW\ \HDUV WU\LQJ WR HVWDEOLVK DQ DW OHDVW PLQLPDO EDVH IURP ZKLFK WR GHYHORS FHUWDLQ
UHJXODWLYHSULQFLSOHVE\ZKLFKWRPHDVXUHWKHVRFLDODQGSROLWLFDOUDWLRQDOLW\RIDQ\JLYHQVRFLHW\
DQG IURP ZKLFK WR GHYHORS D UDWLRQDO XWRSLD 1RW IRU +HOOHU WKHUHIRUH WKH DOPRVW LUUDWLRQDO
FHOHEUDWLRQ RI XQFHUWDLQW\ DQG IOX[ FKDUDFWHULVWLF RI VRPH SRVWPRGHUQLVW WKLQNHUV +HU
¶SRVWPRGHUQLVP• LV RQH WKDW UHWDLQV WKH GLVWLQFWO\PRGHUQLVW DPELWLRQ WR GHYHORS DQG VXVWDLQ
PLQLPDOXQLYHUVDORUWUDQVFHQGHQWDOSULQFLSOHVRU¶PD[LPV•RIMXVWLFHZLWKRXWZKLFKLQKHUYLHZ
FLYLOLVHG OLYLQJ LV LPSRVVLEOH 7KH SRVWPRGHUQ FKDUDFWHU RI WKH VROXWLRQ LV HVVHQWLDOO\ D
UHFRJQLWLRQRIWKHQHFHVVDULO\OLPLWHGFRQWLQJHQWQDWXUHRIWKHXQGHUWDNLQJLWV¶LQFRPSOHWHQHVV•
DVVKHVRPHWLPHVSXWV LW+HUSURMHFW LVWKHSURGXFWRID ¶WKHRU\•UDWKHUWKDQD¶SKLORVRSK\•RI
KLVWRU\DQG WKXVUHFRJQLVHV WKHRSHQHQGHGQHVVRIKXPDQDFWLRQ7KHSULQFLSOHVVKHZLVKHV WR
GHYHORS DUH XQLYHUVDO QRW LQ WKH VHQVH RI SURYLGLQJ D UHFLSH IRU KDSSLQHVV IRU DOO WLPHV DQG
SODFHVEXWLQWKHVHQVHRIFKDOOHQJLQJXVWRSURSRVHEHWWHURUPRUHILWWLQJSULQFLSOHVLQWKHKHUH
DQGQRZ 3RVWPRGHUQLVP LV QRW RQ WKLV UHDGLQJ HTXLYDOHQW WR DQ HPEUDFH RI UHODWLYLVP EXW
UDWKHUDUHFRJQLWLRQRIRXU ¶KLVWRULFLW\•DQGWKHKLVWRULFLW\RIRXU ¶XQLYHUVDO•YDOXHVDQGEHOLHIV
7KLVRIFRXUVHVWLOO OHDYHVWKHTXHVWLRQRIKRZVKHHQYLVDJHVWKHVHYDOXHVEHLQJUHDOLVHG:KDW
NLQGRIVRFLHW\LVHQWDLOHGE\DQDWWDFKPHQWWRWKHYDOXHVRIOLIHDQGIUHHGRP"

/RRNLQJEDFNRYHUKHUZRUNLQWKLVILHOGLWLVLQWHUHVWLQJWRQRWHWKHFRQWLQXLWLHVLQKHUWKLQNLQJ
DERXW WKHQHFHVVDU\FRQVWLWXHQWVRI WKH MXVW VRFLHW\’HVSLWH WKHDSSDUHQWO\GUDPDWLFQDWXUHRI
WKHVKLIWIURPDKXPDQLVW0DU[LVWWRDSRVW0DU[LVWDQGWKHQDSRVWPRGHUQLVWSRVLWLRQZHILQG
WKHHTXDWLRQRIWKHYDOXHVRIOLIHDQGIUHHGRPZLWKWKHFDOOIRUWKHGHYHORSPHQWRI¶V\PPHWULF
UHFLSURFLW\• IRU ¶UDGLFDO WROHUDQFH• DQG ¶VHOIPDQDJHPHQW• DQG XS XQWLO UHODWLYHO\ UHFHQWO\ HYHQ
¶WKH SRVLWLYH DEROLWLRQ RI SULYDWH SURSHUW\• $OWKRXJK KHU FRPPLWPHQW WR WKH ODWWHU WZR
PRWLIVVHHPWREHRQWKHZDQHWKHILUVWWZRDSSHDUDVLPSRUWDQWWRKHUFRQFHSWLRQRIWKHMXVW
VRFLHW\ DV WKH\ ZHUH LQ WKH V DQG V %XW ZKDW GRHV DQ DWWDFKPHQW WR VXFK QRWLRQV

 2Q WKH SDUDGR[ RI +HOOHU•V ¶IRXQGDWLRQDO• SRVWPRGHUQLVP VHH 5LFKDUG 5RUW\•V UHYLHZ RI 7KH *UDQGHXU DQG
7ZLOLJKWRI5DGLFDO8QLYHUDOLVP LQ7KHVLV(OHYHQSS,QKLVYLHZ¶WKH\ERWKVHH·UHODWLYLVPµDQGWKH
GRXEWVDERXWSKLORVRSK\FRPPRQWRWKHSUDJPDWLVWVDQGWKHVRFDOOHG·SRVWVWUXFWXUDOLVWVµDVGDQJHUV•S$QG
LQGHHG+HOOHUPDNHVKHUSRVLWLRQYHU\FOHDULQODEHOLQJUHODWLYLVWV¶WKHFRZDUGVRIWKLQNLQJ•$3KLORVRSK\RI+LVWRU\LQ
)UDJPHQWVS
+HOOHULVIRUH[DPSOHVWLOOGLVFXVVLQJWKHSRVLWLYHDEROLWLRQRISULYDWHSURSHUW\LQ¶2Q)RUPDO’HPRFUDF\•DQ
DUWLFOHZKLFKDSSHDUHGLQSSII  
  
FRPPLWKHUWR":KDWZRXOGKDYHWRFKDQJHLQWKHVWUXFWXUHRIDOLEHUDOFDSLWDOLVWRUGHUWREULQJ
DERXWRUHQVXUH¶V\PPHWULFUHFLSURFLW\•DQG¶UDGLFDOWROHUDQFH•"

6\PPHWULF UHFLSURFLW\ LV DFFRUGLQJ WR +HOOHU D VRFLHW\ RI HTXDOV ,W LV D VRFLHW\ LQ ZKLFK
LQGLYLGXDOV DUH UHJDUGHG DQG WUHDWHG DV HQGV LQ WKHPVHOYHV UDWKHU WKDQ DVPHDQV WR VRPHRQH
HOVH•VHQGV,WWKHUHIRUHLPSOLHVDVRFLHW\LQZKLFKKLHUDUFK\VXERUGLQDWLRQDQGGRPLQDWLRQKDYH
EHHQ FRQTXHUHG DQG KHQFHZKHUH WKH ¶DV\PPHWULF• FODVV RU FDVWH VRFLHWLHVZKLFK FKDUDFWHULVH
WUDGLWLRQDOVWDWLFIRUPVRIVRFLHW\KDYHEHHQRYHUFRPHDQGZKHUHFRQVHTXHQWO\HDFKLQGLYLGXDO
FDQ HQMR\ DXWRQRP\ ,W DOVR LPSOLHV WKH H[WHQVLRQ RI ¶UDGLFDO WROHUDQFH• LQ WKH VHQVH RI
UHFRJQLVLQJ WKH OHJLWLPDF\RI DOOQHHGVRUGHVLUHVZKLFKDV VKHKDVDOZD\VPDGHFOHDUGRHVQRW
PHDQ WKH VDWLVIDFWLRQ RI DOO QHHGV DQG GHVLUHV DV LQ 0DU[•V ¶QHJDWLYH XWRSLD• EXW UDWKHU WKH
ZLOOLQJQHVVWRFRQVLGHUDOOQHHGVDVZRUWK\RIUHVSHFWDQGFRQVLGHUDWLRQE\WKHVRFLDOERG\7R
EH DQ HQGPHDQV LQ WKLV VHQVH QRW MXVW WKH DEVHQFH RI H[SORLWDWLRQ EXW DOVR WKH IRVWHULQJ RI
UHVSHFWIRUHDFKSHUVRQDVDXQLTXHHQWLW\ZLWKXQLTXHIHHOLQJVSODQVDQGJRDOV,WDOVRLPSOLHV
WKHULJKWRILQGLYLGXDOVWRH[SUHVVDQGLQGHHGDWWHPSWWRVDWLVI\ZKDWHYHUWKH\IHHOWREHDQHHG
&HQVRUVKLSEHJLQVZLWKWKHGHILQLWLRQRIZKDWLWLVZHFDQDQGFDQQRWOHJLWLPDWHO\FDOORXUQHHGV

,QKHUFULWLFDO0DU[LVWSKDVH+HOOHU LQWHUSUHWHGWKLVYLVLRQDVGHPDQGLQJUDGLFDOFKDQJHVWRWKH
FKDUDFWHUDQGIXQFWLRQLQJRIDOOPRGHUQVRFLHWLHVVRFLDOLVWDQGFDSLWDOLVWDOLNH,QWKHDUWLFOH
¶&DQ·WUXHµDQG·IDOVHµQHHGVEHSRVLWHG"•IRUH[DPSOHVKHHTXDWHVVXFKDFDOOZLWKWKHQHFHVVLW\
RIHPSRZHULQJ WKHFRPPXQLW\ WR MXGJHEHWZHHQFRPSHWLQJQHHGV LQRUGHU WRHQVXUH WKDW WKH
SURGXFWLYH SURFHVV GRHV QRW HQVODYH SHRSOH DV VKH EHOLHYHG LW GLG LQ ERWK VWDWH VRFLDOLVW DQG
FDSLWDOLVWVRFLHWLHV$VVKHDUJXHGWKHQ¶$OOQHHGVVKRXOGEHDFNQRZOHGJHGDQGVDWLVILHGZLWK
WKHH[FHSWLRQRIWKRVHZKRVHVDWLVIDFWLRQZRXOGPDNHPDQLQWRDPHUHPHDQVIRUWKHRWKHU7KH
FDWHJRULFDO LPSHUDWLYHKDV WKHUHIRUH D UHVWULFWLYH IXQFWLRQ LQ WKH DVVHVVPHQWRI QHHGV• ,Q
VWDWH VRFLDOLVW VRFLHWLHV SHRSOH ZHUH UHJDUGHG DV ZRUNHUV EXW ZHUH JLYHQ QR SRZHU RYHU
SURGXFWLRQRULQGHHGFRQVXPSWLRQLPSO\LQJRQO\D¶QHJDWLYH•DEROLWLRQRISULYDWHSURSHUW\DQG
KHQFHWKHFDSDFLW\RIWKHVWDWHWRGHILQHRUGLFWDWHZKLFKQHHGVDUHWREHVDWLVILHG,QFDSLWDOLVW
VRFLHWLHV WKH PDUNHW V\VWHP HQVXUHG WKH DXWRQRP\ RI WKH SHUVRQ TXD FRQVXPHU EXW QRW DV
SURGXFHU7KH¶SRVLWLYHDEROLWLRQRISULYDWHSURSHUW\•PHDQVUHWULHYLQJWKHLGHDRIDXWRQRP\DVD
UHODWLRQH[WHQGLQJWRDOODVSHFWVRIVRFLDODQGHFRQRPLFIXQFWLRQLQJQRWMXVWGLVFUHWHSDUWVRILW
,WPHDQVEHLQJWUHDWHGDVDQHQGLQRQHVHOILQDOODVSHFWVRIRQH•VH[LVWHQFHVRFLDOHFRQRPLFDQG
SROLWLFDOWKHWUXHHVVHQFHRI¶VHOIPDQDJHPHQW•

5HIOHFWLQJ KHU LQWHUHVW LQ FRQWHPSRUDU\ OLEHUDO WKHRU\ E\  +HOOHU ZDV H[SHULPHQWLQJ LQ
%H\RQG-XVWLFHZLWKWKHLGHDRIDXWRQRP\DVHTXDOLW\RI¶OLIHFKDQFHV•DIDPLOLDUGHPDQGRIUDGLFDO
ZHOIDUHHFRQRPLVWVZKLFKFDOOVIRUWKHUHGLVWULEXWLRQRIUHVRXUFHVWRHOLPLQDWHWKHHIIHFWRIFODVV
DQGLQLWLDOVRFLDOSRVLWLRQRQDSHUVRQ•VOLIHSURVSHFWV$V+HOOHUDUJXHVZKDWWKLVPHDQVLVLQ
HIIHFWHQVXULQJWKDWHYHU\RQH•VWDOHQWVDQGHQGRZPHQWVDUHGHYHORSHGWRWKHPD[LPXPSRVVLEOH
H[WHQWDQGKHQFHWKDWQRFXOWXUDOIDFWRULVDOORZHGWRLPSHGHKLVRUKHUSURJUHVV%XWZKDWVKH
JRHVRQWRDUJXHLVWKDWWKHVDWLVIDFWLRQRIDOORWKHUQHHGVQRWFRQQHFWHGZLWKWKHGHYHORSPHQW
RIHQGRZPHQWVVKRXOGEHUHJDUGHGDVDVHFRQGDU\PDWWHU,QRWKHUZRUGVWKHEXONRIVRFLHWDO
UHVRXUFHV ZRXOG EH GLUHFWHG WRZDUGV WKH GHYHORSPHQW RI LQGLYLGXDO WDOHQWV DQG HQGRZPHQWV
UDWKHUWKDQDVLQOLEHUDOFDSLWDOLVPWRZDUGVWKHVDWLVIDFWLRQRIQHHGVWKURXJKWKHPDUNHW$JDLQ
WKHUDGLFDOLVPRIWKHVXJJHVWLRQLVXQGHQLDEOHLQWKDWZKDWLVLPSOLHGLVVRFLHW\•VULJKWQRWMXVWWR

7KH DUWLFOH FDQ EH IRXQG LQ$JQHV+HOOHU7KH 3RZHU RI 6KDPH$5DWLRQDO 3HUVSHFWLYH /RQGRQ5RXWOHGJH DQG
.HJDQ3DXO
+HOOHU¶&DQ·7UXHµDQG·)DOVHµ1HHGVEH3RVLWHG"•S
 $JQHV +HOOHU %H\RQG -XVWLFH 2[IRUG %ODFNZHOO  FKDSWHU IRXU SS  , VD\ ¶H[SHULHPHQW• KHUH
EHFDXVH+HOOHUGLGQRWIROORZXSWKHVXJJHVWLRQDQGDSSHDUVQRZWRKDYHDGRSWHGDEURDGHUZHOIDULVWFRQFHSWLRQ
ZKRVHVWDUWLQJSRLQWLVDQDFFHSWDQFHRIWKHPDUNHWDQGKHQFHRIGHHSVWUXFWXUDOLQHTXDOLWLHVLQZHDOWKDQGLQFRPH  
  
HQVXUHIRUH[DPSOHWKURXJKWD[DWLRQWKDWSURYLVLRQLVPDGHIRUVRFLDOZHOIDUHEXWWRGLVSRVH
RYHUWKHIUXLWVRISURGXFWLRQ:KLOVWODFNLQJWKHSDUWLFLSDWRU\WKUXVWRIWKHHDUOLHUDUWLFOHWKLVLV
VWLOO D GHFLGHGO\ UDGLFDO IRUPXOD IRU LW LPSOLHV WKDW WKH SULPDU\ WDVN RI SURGXFWLRQ LV WKH
HPSRZHUPHQW RI WKH LQGLYLGXDO UDWKHU WKDQ WKH HQULFKPHQW RI WKRVHZKR KROG WKHPHDQV RI
SURGXFWLRQ LWVHOI ,W LV VWLOO WKHUHIRUHYHU\PXFK LQ WKH OHIW UDGLFDO WUDGLWLRQRI WKHRULVLQJDOEHLW
VWDUWLQJIURPDOLEHUDOHJDOLWDULDQVWDUWLQJSRLQW 

6LQFH%H\RQG -XVWLFH LW LV EHFRPLQJ HYLGHQW KRZHYHU WKDW+HOOHU LV VWHDGLO\ UHWUHDWLQJ IURP WKH
YLHZWKDW WKHSURPRWLRQRIV\PPHWULFUHFLSURFLW\DQGUDGLFDO WROHUDQFHUHTXLUHPDMRU OHWDORQH
UDGLFDO FKDQJHV WR WKH EDVLF VWUXFWXUH RI OLEHUDOFDSLWDOLVP ,Q 7KH 3KLORVRSK\ RI 0RUDOV IRU
H[DPSOH V\PPHWULF UHFLSURFLW\ LV FKDUDFWHULVHG QRW LQ WHUPV RI SURGXFLQJ WKH FRQGLWLRQV
QHFHVVDU\ IRU HYHU\ SHUVRQ WR EH DXWRQRPRXV EXW UDWKHU LQ WHUPV RI LQGLYLGXDO PRUDO
FRQGXFW$XWRQRP\KHUHLVUHJDUGHGDVDSURMHFWIRUWKH¶GHFHQW•LQGLYLGXDOUDWKHUWKDQIRU
VRFLHW\WRUHDOLVH$VORQJDVSHRSOHWUHDWHGHDFKRWKHUDVHQGVLQWKHPVHOYHVWKHQWKLVZRXOGRI
LWVHOI EULQJ DERXW D VRFLHW\ EDVHG RQ WKH SULQFLSOH RI V\PPHWULF UHFLSURFLW\ 7KXV DV +HOOHU
DUJXHVZKDWEULQJVDERXWVXFKUHODWLRQVLVQRWLQVWLWXWLRQDOFKDQJHEXW¶WKDWSHUVRQVZLWKVHOI
HVWHHPUHVSHFWWKHSHUVRQKRRGRIRWKHUSHUVRQVZLWKVHOIHVWHHP•6LPLODUO\WKH¶UHFRJQLWLRQ
RI DOO QHHGV• ZKLFK KDV EHHQ D FRQVWDQW GHPDQG RI +HOOHU VLQFH WKH V HTXDWHV ZLWK WKH
GHPDQG WR WROHUDWH WKH DUWLFXODWLRQ RI QHHGV RI ZKDWHYHU UDWKHU WKDQ DV EHIRUH WKH VRFLHWDO
GHWHUPLQDWLRQ WKH QHHGV WR EH VDWLVILHG LQ D SURFHVV RI FROOHFWLYH GHOLEHUDWLRQ ¶IUHH IURP
GRPLQDWLRQ•,QWKLVZD\WKHGHPDQGIRUVXEVWDQWLYHVWUXFWXUDOFKDQJHLQWKHSROLWLFDOHFRQRP\
RIVRFLHW\EHFRPHVDGHPDQGPHUHO\IRUIRUPDOVDIHJXDUGVSURWHFWLQJIUHHVSHHFKDQGLQWHUHVW
JURXSDFWLYLW\7KH¶UHFRJQLWLRQRIDOOQHHGV•ZKLFKRQFHVHHPHGVXFKDUDGLFDOGHPDQGFDOOLQJ
DVLWGLGIRUWKHEULQJLQJRIKLWKHUWRXQUHFRJQLVHGQHHGVWRWKHSROLWLFDO¶WDEOH•QRZVHHPVPHUHO\
WR HTXDWHZLWK D FHOHEUDWLRQ RI WKHPDUNHW DV WKH LPSHUVRQDO UHJXODWRU RI GHVLUH:KDW LV
DEVHQW LV D UHFRJQLWLRQRI WKH JXOI EHWZHHQ ¶UHFRJQLWLRQ• DQG ¶VDWLVIDFWLRQ• RI QHHGV LQPDUNHW
VRFLHW\ DQG KHQFH EHWZHHQ WKRVHZLWK WKH UHVRXUFHV WR VDWLVI\ WKHLU QHHGV DQG WKRVHZLWKRXW
’RHVLWUHDOO\PDNHDQ\GLIIHUHQFHWRWKHSHUVRQZLWKRXWWKHPHDQVRIVDWLVI\LQJKLVRUKHUQHHGV
WKDW WKH\KDYHDW OHDVWEHHQ ¶UHFRJQLVHG•"+RZZHQHHGWRNQRZ LVKLVRUKHUSRVLWLRQEHWWHU
WKDQWKHSHUVRQZLWKQHHGVZKLFKDUHQHLWKHUVDWLVILHGQRUUHFRJQLVHG"

7KLVHPSKDVLVRQWKHSHUVRQDOUDWKHUWKHVRFLHWDOGLPHQVLRQRIDXWRQRP\PD\EHDUHIOHFWLRQRI
KHUMXVWLILHGSHVVLPLVPDERXWWKHSURVSHFWVIRUUDGLFDOFKDQJHSDUWLFXODUO\DVXQWLOYHU\UHFHQWO\
PRVW PDMRU OLEHUDOFDSLWDOLVW VRFLHWLHV KDYH EHHQ LQ WKUDOO WR WKH LGHDV RI WKH 1HZ 5LJKW
FRQFHUQLQJWKHQHHGWRUHLQEDFNWKH¶RYHUORDGHGVWDWH•%XWZKDWLWDOVRUHSUHVHQWVLVVXUHO\WKH
ILQDO GLVSODFHPHQW LQ +HOOHU•V WKRXJKW RI WKH 0DU[LDQ FRQFHSWLRQ RI ¶DXWRQRP\• DV WKH
GHYHORSPHQWRIWKH¶PDQ\VLGHGLQGLYLGXDO•E\D.DQWLDQPRGHOZKLFKLQVLVWVWKDWLWLVWKHZD\
SHRSOHUHODWHWRHDFKRWKHUWKDWGHWHUPLQHVWKHGHJUHHWRZKLFKWKH\DUHDEOHWREHFRQVLGHUHG
HQGV LQ WKHPVHOYHV :H KDYH DOUHDG\ QRWHG +HOOHU•V DQ[LHW\ DERXW WKH GHJUHH WR ZKLFK

)RUDFULWLTXHRIERWKFRQFHSWLRQVRIVRFLDOMXVWLFHVHHP\¶7KH9LFLVVLWXGHVRI5DGLFDO&HQWULVP7KH&DVHRI
$JQHV+HOOHU5DGLFDO&HQWULVWDYDQWOD/HWWUH•-RXUQDORI3ROLWLFDO,GHRORJLHV-XQHSS
 6HH WKH GLVFXVVLRQ LQ $JQHV+HOOHU7KH 3KLORVRSK\ RI0RUDOV 2[IRUG %ODFNZHOO  SS  VHH DOVR
$JQHV +HOOHU ¶5LJKWV 0RGHUQLW\ ’HPRFUDF\• LQ $JQHV +HOOHU&DQ 0RGHUQLW\ 6XUYLYH" SS II ZKHUH VKH
LGHQWLILHV V\PPHWULF UHFLSURFLW\ZLWK FRQWLQJHQF\ WKHUHE\ HIIHFWLYHO\ LGHQWLI\LQJ WKH IRUPHUZLWKPRGHUQLW\SHU VH
UDWKHU WKDQ DV DSURMHFW WR EH UHDOLVHGRU IRXJKW IRU$V VKHSXWV LW ¶7KHUH LVQR ORQJHU D ·VRFLDOS\UDPLGµ7KH
PRGHUQZRUOGLVIODWEHFDXVHLWLVV\PPHWULFDO•S
+HOOHU3KLORVRSK\RI0RUDOVS
$V+HOOHULQDVWULNLQJO\FDQGLGPRPHQWSXWVLW¶7KHLGHDOW\SHRIDPRGHUQGHPRFUDWLFVRFLHW\LVDSRSXODWLRQ
ZKHUH WKHUHDUH ULFKDQGSRRURU DW OHDVWZKHUHVRPHSHRSOHKDYHPRUHPRQH\ WKDQRWKHUVEXW WKHUHQRVLQJOH
RWKHU GLVWLQJXLVKLQJ IHDWXUH DPRQJ PHQ DQG ZRPHQ 7KH ZD\ RI OLIH WDVWH DQG HYHU\WKLQJ HOVH WKDW RQH
HQFRPSDVVHV LQ WKH WHUP·V\VWHPRI QHHGVµEHFRPHV LGHQWLFDO† LW LV MXVW WKDW WKH VDWLVILHUV FDQEHRI JUHDWHU RU
OHVVHUPRQHWDU\YDOXH•$JQHV+HOOHU$7KHRU\RI1HHGV5HYLVLWHG•7KHVLV(OHYHQS
  
SKLORVRSKLHV RI KLVWRU\ VXFK DV KLVWRULFDO PDWHULDOLVP DUH DEOH WR DQG LQGHHG FDOO IRU WKH
VXEVXPSWLRQRIWKHLQGLYLGXDOZLWKLQQRWLRQVRIWKHFROOHFWLYHJRRGDQGZKDWKDVFOHDUO\WDNHQ
URRWVLQFHWKHSXEOLFDWLRQRI$7KHRU\RI+LVWRU\ LVWKHQRWLRQRIWKH LQHOLPLQDEO\GHRQWRORJLFDO
FKDUDFWHURIDXWRQRP\:KDWWKLVPHDQVLVWKDWVKHILQGVLWXQEHDUDEOHWRFRXQWHQDQFHWKHLGHD
WKDW LQGLYLGXDOVPLJKWKDYHWREHVDFULILFHGLQRUGHUWREULQJDERXWDIRUPRIVRFLHW\LQZKLFK
LQGLYLGXDOVFRXOGILQDOO\EHFRPHHQGVLQWKHPVHOYHV,QKHUYLHZLWLVVLPSO\LQFRQVLVWHQWWRDUJXH
WKDW WKH FDXVH RI KXPDQ HPDQFLSDWLRQ DOORZV RU ZRUVH QHFHVVLWDWHV DQ LQVWUXPHQWDO RU
XWLOLWDULDQDWWLWXGHWRWKHSHUVRQ7URWVN\•VGLFWXPWKDW¶RQHKDVWREUHDNHJJVWRPDNHRPHOHWWHV•
LVWKHORJLFVKHDUJXHVRIVRPHRQHZKRLVSUHSDUHGWRFRXQWHQDQFHPDVVPXUGHUIRUWKHVDNHRI
UHDOLVLQJ WKHLU ¶LGHDOV•$V+HOOHUTXRWLQJ&ROOLQJZRRGSXWV LW ¶WKHUHFDQEHQRSURJUHVVZLWK
ORVVHV•1RFDXVHLVHYLGHQWO\VRJUHDWRUVRMXVWWKDWLWMXVWLILHVWKHVDFULILFHRIDVLQJOHKXPDQ
OLIH

7KLV LV DQ XQGHUVWDQGDEOH VHQWLPHQW ZKLFK UHIOHFWV +HOOHU•V FORVH KDQG H[SHULHQFH ZLWK WKH
FRQVHTXHQFHVRIDVLWZHUHLQVWLWXWLRQDOLVHGXWLOLWDULDQLVPLQZKLFKHYHU\WKLQJDQGHYHU\RQHZDV
UHJDUGHGE\WKH3DUW\DVDPHUHPHDQVIRUWKHVDWLVIDFWLRQRIVRPHDOOHJHGO\JUHDWHUHQG%XWLWLV
DVHQWLPHQWWKDWVLWVXQHDVLO\DORQJVLGHWKHFDOOIRUUDGLFDOVRFLDOFKDQJH7KHSURSRVDOVVKHKDV
RIIHUHG HYHQ UHODWLYHO\ UHFHQWO\ FRQFHUQLQJ IRU H[DPSOH ¶WKH SRVLWLYH DEROLWLRQ RI SULYDWH
SURSHUW\•DQGWKHH[WHQVLRQRIWKHSULQFLSOHRIVHOIPDQDJHPHQWHTXDWHWRWKHFDOOIRUDPDVVLYH
VKLIW RI ZHDOWK DQG SRZHU IURP SULYDWH LQGLYLGXDOV WRZDUGV WKH FRPPXQLW\ 6LQFH DQ\ VXFK
PRYHVZRXOGLQHYLWDEO\EHPHWZLWKUHVLVWDQFHE\WKRVHZKRVHZHDOWKDQGSRZHULVXQGHUWKUHDW
LW IROORZV WKDW WR UHPDLQ WUXH WR KHU SULQFLSOHV+HOOHU KDV D GLOHPPD WR UHVROYH ,W LV DIWHU DOO
LQFRQVLVWHQW WREHDGYRFDWLQJZKDW LQHIIHFWDPRXQWV WRDVRFLDO UHYROXWLRQZKLOVWDW WKHVDPH
WLPHKROGLQJWKDWWKHUHFDQEH¶QRSURJUHVVZKHUHWKHUHDUHORVVHV•7KHFKRLFHVKHLVFRQIURQWHG
ZLWKLVWKXVHLWKHUWRWRQHGRZQWKHSURSRVDOVVRWKDWDFRQVHQVXVPLJKWFRQFHLYDEO\EHUHDFKHG
RQ WKH QHFHVVDU\ FRQGLWLRQV IRU WKH UHDOLVDWLRQ RI DXWRQRP\ RU WR DFFHSW WKDW WKH FRVW RI
UDGLFDOLVPLVD¶PLQLPDOXWLOLWDULDQLVP•SHUPLWWLQJVRPHORVVHVZKHUHWKHVHDUHJUHDWO\RXWZHLJKHG
E\WKHJDLQV2QWKHHYLGHQFHSUHVHQWHGVRIDU LW LVFOHDUWKDW+HOOHUKDVRSWHGIRUWKHIRUPHU
UDWKHUWKDQWKH ODWWHURSWLRQDOORZLQJWKH ¶HWKLFRSROLWLFDO•GLPHQVLRQRIKHU ¶UDWLRQDOXWRSLD•WR
JLYHZD\WRDQLPSOLFLWO\PRUDOFRQFHSWLRQZKLFKVWUHVVHVWKHSRVVLELOLW\RIUHDOLVLQJDXWRQRP\
YLD WKH REVHUYDQFHRIPRUDOPD[LPV$OWKRXJK WKLV LV DQXQGHUVWDQGDEOHPRYH LW LV RQH WKDW
FRPHVDWDSULFHIRUVXUHO\ZKDWLWDPRXQWVWRLVWKHDEDQGRQPHQWRIVWUXJJOHRUFRQWHVWDWLRQ,I
ZHFDQQRWZHLJKORVVHVDJDLQVWJDLQVLIZHFDQQRWGHFLGHEHWZHHQFRXUVHVRIDFWLRQE\UHIHUHQFH
WRWKHUHODWLYHEHQHILWVHDFKGHOLYHUV WKHQZHFDQQRWDFW ¶SROLWLFDOO\• LQWKHVHQVHRISXUVXLQJD
JLYHQ YLVLRQ RI VRFLDO MXVWLFH 6XFK DFWLRQ DOZD\V ¶KXUWV• VRPHRQH ZKHWKHU LQ WKH IRUP RI
LQFUHDVHG WD[ ORVV RI SURSULHWDU\ ULJKWV RU VRPH RWKHU GLVEHQHILW DQG WKXV LQFXUV ¶ORVVHV• RQ
+HOOHU•V WHUPV :KDW VWLOO KDV WR EH HVWDEOLVKHG KRZHYHU LV ZKHWKHU WKLV PRYH SUHVDJHV D
ZKROHVDOH UHWUHDW IURP WKHSROLWLFDO WR WKH UHDOPRI WKH HWKLFDO DQG WKHPRUDO WR WKH UHDOPRI
QRUPVRIFRQGXFWUDWKHUWKDQRIVRFLDOMXVWLFH+DV¶SROLWLFV•DQGVRFLDOMXVWLFHEHHQJLYHQXSLQ
WKHQDPHRID.DQWLDQLQVSLUHGGHRQWRORJLFDOSHUIHFWLRQLVP"


3RZHUWRWKHSHRSOH"’HPRFUDF\DVDXQLYHUVDOYDOXH

3DUWRI WKH DQVZHU WR WKHTXHVWLRQDERYHPXVW OLHZLWK+HOOHU•VSRVLWLRQ UHJDUGLQJGHPRFUDF\
ZKLFKVLQFH WKH MHWWLVRQLQJRI0DU[•VDQDO\VLVRI WKH UHODWLRQVKLSEHWZHHQFLYLO VRFLHW\DQG WKH
VWDWHKDVDVVXPHGLQFUHDVLQJVLJQLILFDQFHZLWKLQKHUSROLWLFDOWKRXJKW,WZDV)pKHUUDWKHUWKDQ
+HOOHU ZKR ILUVW LQVLVWHG WKDW GHPRFUDF\ MRLQ WKH UDQNV RI WKH ¶XQLYHUVDOO\ YDOLG YDOXH LGHDOV•
DORQJVLGHOLIHDQGIUHHGRPEXWQRWKLQJ+HOOHUKDVUHFHQWO\ZULWWHQRQWKHVXEMHFWZRXOGOHDGXV

+HOOHU$7KHRU\RI+LVWRU\S
  
WRWKLQNWKDWGHPRFUDF\LVQRZQRWRQO\RQHRIWKHGHILQLQJORJLFVRIPRGHUQLW\EXWDXQLYHUVDO
YDOXHDVZHOO7KHDFKLHYHPHQWDQGSURWHFWLRQRIGHPRFUDWLFLQVWLWXWLRQVDQGSUDFWLFHVPXVWVKH
DUJXHV QRZ EH UHJDUGHG DV SULRU  HYHQ OH[LFDOO\ SULRU LQ WKH 5DZOVLDQ VHQVH  WR DQ\ RWKHU
VXEVWDQWLYHHQGRUJRDO:KDWKDVWREHERUQHLQPLQGKRZHYHULVWKDWXQWLOUHFHQWO\WKLVZDVD
YLHZ RI GHPRFUDF\ DV UDGLFDO DV WKDW IRXQG LQ WKH ZRUN /X[HPEXUJ DQG 3DQQHNRHN ERWK RI
ZKRPHTXDWHGWKHDFKLHYHPHQWRIVRFLDOLVPZLWKDV+HOOHUKHUVHOISXWVLWWKH¶UDGLFDOLVDWLRQRI
GHPRFUDF\•$WFHUWDLQPRPHQWVSDUWLFXODUO\ LQ WKH ODWHVDQGHDUO\VZHILQGKHU
DGYRFDWLQJDVXEVWDQWLYHSDUWLFLSDWRU\PRGHORIGHPRFUDF\JRLQJIDUEH\RQGWKHQRWLRQRIWKH
VWDWH DV D PHUH XQGHUZULWHU RI WKH DXWRQRP\ RI FLYLO VRFLHW\ WR HPEUDFH WKH LGHD RI FLWL]HQ
LQYROYHPHQW LQ DOO DVSHFWV RI VRFLDO IXQFWLRQLQJ +HUH LQ WKH ¶*UHDW 5HSXEOLF• WKH GLVWLQFWLRQ
EHWZHHQSURGXFHUDQGFRQVXPHUEHWZHHQUXOHUDQGUXOHGDQGSDUWLFLSDQWDQGVSHFWDWRUZRXOG
ILQDOO\ GLVVROYH LQ SODFH RI WKH RPQLVFLHQW FLWR\HQ VR EHORYHG RI SRVW5RXVVHDXLDQ UDGLFDO
UHSXEOLFDQV7KLVQRWLRQRIWKHOLQNEHWZHHQHPDQFLSDWLRQDQGGHPRFUDWLVDWLRQKDGDOZD\V
EHHQDQLPSRUWDQWWKHPHRI%XGDSHVW6FKRROWKLQNLQJDVLWVRXJKWWRILQGDPLGGOHZD\EHWZHHQ
DXWRSLDQVRFLDOLVPWKDWGUHDPHGRIWKHWUDQVFHQGHQFHRIWKHSROLWLFDODOWRJHWKHUDQGWKHIRUPRI
/HQLQLVW DEVROXWLVP ZKLFK LQVLVWHG RQ SDUW\ UXOH DV WKH QHFHVVDU\ EXOZDUN DJDLQVW ¶FRXQWHU
UHYROXWLRQ•,WZDVRQO\UHDOO\+HOOHUKRZHYHUZKRSXVKHGWKHVXJJHVWLRQWRLWVORJLFDOOLPLWV
LQVLVWLQJ WKDW IRUPDOGHPRFUDWLFVWUXFWXUHVDQGSURFHGXUHVKDG WREHDXJPHQWHGE\ WKH IXOOHVW
SRVVLEOHSDUWLFLSDWLRQRIWKHSHRSOHLQWKHSURFHVVRIJRYHUQLQJ¶+XPDQNLQG•VKHZULWHV¶ZRXOG
EH·OLEHUDWHGµLIHYHU\KXPDQSHUVRQKDGWKHULJKWDQGWKHHTXDOSRVVLELOLW\RISDUWLFLSDWLQJLQ
WKHGHFLVLRQPDNLQJSURFHVVHVDIIHFWLQJWKHSUHVHQWDQGWKHIXWXUHRIKXPDQNLQG•

$JDLQ WKH UDGLFDOLVP RI KHU YLHZV RI ZKDW LW WDNHV WR UHDOLVH IXOO\ WKH GHPRFUDWLF LGHDO LV
XQGHQLDEOH SUHVXSSRVLQJ DV LW GRHV WKH FDSDFLW\ RI WKH ERG\ SROLWLF WR GHWHUPLQH PDWWHUV RI
SURGXFWLRQGLVWULEXWLRQDQGH[FKDQJH,IDVVKHDUJXHVWKHGHPRVLVQRWWREHDPHUHWDONLQJ
VKRS EXW LV DFWXDOO\ WR HPSRZHU WKH FRPPXQLW\ LQ WKLV FROOHFWLYH IDVKLRQ WKHQ FRQWURO LI QRW
RZQHUVKLSZLOOKDYHWRSDVVWRVRFLHW\JHQHUDOO\UDWKHUWKDQWRWKHVWDWH¶WKHQHJDWLYHDEROLWLRQRI
SULYDWHSURSHUW\•:HVHHWKHUHIRUHWKDWWKH¶UDGLFDOLVDWLRQRIGHPRFUDF\•LVLQIDFWWKHQHFHVVDU\
FRQGLWLRQ IRU WKH ¶SRVLWLYH DEROLWLRQ RI SULYDWH SURSHUW\• ZKLFK+HOOHU GLVFXVVHV XQWLO WKH ODWH
V :KDW LV FXULRXV KRZHYHU LV WKDW WKH GHPDQG IRU WKH UDGLFDOLVDWLRQ RI GHPRFUDF\ LV
DFFRPSDQLHGE\ DGHIHQFHRI H[LVWLQJ IRUPVRIGHPRFUDF\ LQZKLFKE\DQG ODUJH WKHFLWL]HQ LV
UHGXFHGWRDQLPSRWHQWVSHFWDWRULQWKHSROLWLFDOSURFHVV:KDWLVDOOWKHPRUHFXULRXVLVWKDWRQ
QXPHURXV RFFDVLRQV VKH KROGV XS WKH ¶’HFODUDWLRQ RI ,QGHSHQGHQFH• DV D PRGHO EDVLV IRU D
UDGLFDOO\GHPRFUDWLF VRFLHW\7KLV LV DGRFXPHQWZKLFKZDV DIWHU DOOGHVLJQHG WRSURWHFW WKH
LQGLYLGXDOIURPWKHHQFURDFKPHQWVRIWKHVWDWHE\HQVXULQJWKDWKLVRUKHUULJKWV¶WRWKHSXUVXLW
RIKDSSLQHVV•ZHUHQRWVDFULILFHGLQWKHQDPHRIVRFLDOMXVWLFHRUWKHFROOHFWLYHJRRG7KLVLV

 6HH IRU H[DPSOH $JQHV+HOOHU DQG )HUHQF )pKHU ¶7KH )HDU RI 3RZHU $ &RQWULEXWLRQ WR WKH*HQHVLV DQG
0RUSKRORJ\ RI (XURFRPPXQLVP• 7KHVLV (OHYHQ   7KH\ GLVFXVV KHUH DV WKH\ SXW LW D ¶QHZ W\SH RI
GHPRFUDF\DFRPELQDWLRQRIWKHUHSUHVHQWDWLYHV\VWHPZLWKGLUHFWGHPRFUDF\•S
$JQHV+HOOHU¶7KH*UHDW5HSXEOLF•
 $V WKH WLWOH RI KLV ERRN LPSOLHV WKLV LV WKH WKUXVW RI’RXJODV0 %URZQ•V VWXG\ RI WKH %XGDSHVW 6FKRRO•V
WKRXJKW7RZDUGVD5DGLFDO’HPRFUDF\7KH3ROLWLFDO(FRQRP\RIWKH%XGDSHVW6FKRRO/RQGRQ$OOHQDQG8QZLQ
$JQHV+HOOHU¶0DU[DQGWKH/LEHUDWLRQRI+XPDQNLQG•3KLORVRSK\DQG6RFLDO&ULWLFLVPS:H
VKRXOGQRWH WKDW VKHQRZH[SOLFLWO\ UHMHFWVGLUHFWGHPRFUDF\DVRSSRVHG WR UHSUHVHQWDWLYHGHPRFUDF\YLHZLQJ WKH
IRUPHUDVEHLQJEDVHGRQ¶EORRGUHODWLRQVDQGRIEHLQJURRWHGLQWKHVDPHVRLO•$JQHV+HOOHU¶:LWK&DVWRULDGLVWR
$ULVWRWOH)URP$ULVWRWOHWR.DQW)URP.DQWWRXV•LQ$JQHV+HOOHUDQG)HUHQF)pKHU7KH*UDQGHXUDQG7ZLOLJKWRI
5DGLFDO8QLYHUVDOLVPS
 6HH WKH RSHQLQJ FRPPHQWV RI$JQHV+HOOHU ¶3DVW 3UHVHQW DQG)XWXUH RI’HPRFUDF\•6RFLDO 5HVHDUFK  
:LQWHU  SS  DQGHVSHFLDOO\$JQHV+HOOHU ¶7KH’HFODUDWLRQRI ,QGHSHQGHQFH DQG WKH3ULQFLSOHVRI
6RFLDOLVP&RQWULEXWLRQWRD’LVFXVVLRQ•6RFLDO3UD[LV


  
SDUWO\ GXH WR+HOOHU•V XQGHUVWDQGDEOH SUHIHUHQFH IRU DQ\ NLQG RI GHPRFUDWLF V\VWHP RYHU DQ\
RWKHUQRQGHPRFUDWLF DOWHUQDWLYH EXW WKHUH LVPRUH WRKHUGHIHQFHRI IRUPDOGHPRFUDF\ WKDQ
PHHWVWKHH\H

:KDWVHHPVWREHFOHDULVWKDW+HOOHUWDNHVVHULRXVO\WKHQRWLRQWKDWIRUGHPRFUDF\WRKDYHDQ\
PHDQLQJLWPXVWEHLQWKHVHQVHRIDJLYHQFRPPXQLW\UXOLQJLWVHOIUDWKHUWKDQEHLQJUXOHGRYHU
’HPRFUDF\ PXVW LQ VRPH VHQVH EH WKH LQVWLWXWLRQDO H[SUHVVLRQ RI WKH ZLOO RI DOO LI QRW WKH
*HQHUDO:LOO’HPRFUDF\PXVW OLNH WKH LQGLYLGXDOVZKRVH DFWLRQV VXVWDLQ LWEH FRQWLQJHQW ,W
PXVWEHDQH[LVWHQWLDOVHWWLQJIRUDQH[LVWHQWLDODJHLILWLVVXFFHVVIXOO\WRUHQHZLWVHOI7KHQRWLRQ
RI ¶FORVXUH•RIGHPRFUDF\ OLPLWLQJ WKHDFWLRQVRI WKHSHRSOH LV LQKHUHQWO\FRQWUDGLFWRU\ WR WKH
HVVHQFHRIWKLVIRUPRIUXOH$V+HOOHUSXWVLW¶7KHSULQFLSOHVRIIRUPDOGHPRFUDF\GRUHJXODWH
RXUZD\RISURFHHGLQJLQVRFLDODIIDLUVWKHPDQQHURIGHOLYHULQJRXUFRQIOLFWVEXWWKH\GRQRW
LPSRVHDQ\OLPLWDWLRQVRQWKHFRQWHQWRIRXUVRFLDOREMHFWLYHV•*LYHQWKLVXQGHUVWDQGLQJRI
GHPRFUDF\DVDUHDOPRISRVVLELOLW\LWVKRXOGKDUGO\EHVXUSULVLQJWKDWRQHRIWKHPRUHSHUVLVWHQW
WKHPHVLQWKHZRUNRI+HOOHUDQG)pKHUWKURXJKRXWWKHVDQGVLVDVXVSLFLRQRIDQG
FRQWHPSW IRU  WKRVH FDOOLQJ IRU WKH RYHUWKURZ RI GHPRFUDWLF LQVWLWXWLRQV 7KH UHDVRQLQJ LV
LPSHFFDEOHLIGHPRFUDF\LVWKHLQVWLWXWLRQDOYHKLFOHIRUWKHH[SUHVVLRQRIWKHFROOHFWLYHZLOOWKHQ
LQHYLWDEO\DQ\RQHVHHNLQJWRRYHUWXUQGHPRFUDWLFLQVWLWXWLRQVDQGVWUXFWXUHVPXVWE\GHILQLWLRQ
EHUHJDUGHGDVDXVXUSHU)RU+HOOHUDQG)pKHU WKHUH LVQR LQFRQVLVWHQF\ LQFRQWHPSODWLQJWKH
SRVVLELOLW\ RI IXQGDPHQWDO VRFLDO FKDQJH DQG DW WKH VDPH WLPH KROGLQJ WKH LQVWLWXWLRQV DQG
SURFHGXUHV RI OLEHUDOGHPRFUDF\ VDFURVDQFW IRU RQ WKHLU WHUPV D V\VWHP FDQQRW EH FDOOHG
¶GHPRFUDWLF• LI LW OLPLWV IXWXUHSRVVLELOLWLHV’HPRFUDF\ LV WKHHPERGLPHQWRI IXWXULW\ZKLFK LV
ZK\DV+HOOHUKDVUHFHQWO\SXWLW¶’HPRFUDF\DVWKHDGHTXDWHSROLWLFDOIRUPRIPRGHUQLW\FRXOG
EHFRPH WKH KRPH RI DOO PRGHUQV OLEHUDOV DQG DQWLOLEHUDOV DOLNH• ,W IROORZV WKDW WR EH
OHJLWLPDWHFKDQJHWRWKHVWUXFWXUHDQGIXQFWLRQLQJRIVXFKVWDWHVPXVWFRPHZLWKLQ$Q\DWWHPSW
WR IRUFH UDGLFDO FKDQJHV IURP ZLWKRXW ZLOO RQO\ UHVXOW DV WKH H[SHULHQFH RI WKH 5XVVLDQ
5HYROXWLRQVKRZVLQWKHVZDOORZLQJRIFLYLOVRFLHW\E\WKHVWDWH

7KLV DWWHPSW WR PDLQWDLQ WKH FRPPHQVXUDELOLW\ RI WKH QRWLRQV RI IRUPDO DQG VXEVWDQWLYH
GHPRFUDF\LVDYLWDOO\LPSRUWDQWSLOODULQ+HOOHU•VDWWHPSWWRNHHSDIORDWKHUSDUWLFXODUEUDQGRI
UDGLFDOUHIRUPLVP:LWKRXWLWVKHZRXOGHLWKHUKDYHWRDFFHSWWKHOLPLWDWLRQVLPSRVHGE\DFWLQJ
ZLWKLQ WKH FRQILQHV RI ¶KXPGUXP• SROLWLFV RI WKH VRUW IRXQG LQ ¶QRUPDO• OLEHUDOGHPRFUDWLF
SROLWLFVRUVKHZRXOGKDYHWRDGRSWDSRVLWLRQXQFRPIRUWDEO\FORVHWRWKHRQHVKHKDVFULWLFLVHG
IRU VR PDQ\ \HDUV QDPHO\ WR DUJXH WKDW WKH RQO\ ZD\ WR EULQJ DERXW D UDGLFDOLVDWLRQ RI
GHPRFUDF\ LV WKURXJK WKHRYHUWKURZRU OHVVGUDPDWLFDOO\GLVSODFHPHQWRIH[LVWLQJ LQVWLWXWLRQV
DQGSUDFWLFHV$JDLQKRZHYHUWKHKLVWRULFDOUHFRUGLVKDUGO\IDYRXUDEOHWRKHUDQDO\VLV1RWRQO\
LV LWGLIILFXOW WRWKLQNRIDVLQJOHH[DPSOHZKHUHWKH ¶UDGLFDOLVDWLRQRIGHPRFUDF\•KDVRFFXUUHG
WKURXJKQRUPDOSDUOLDPHQWDU\SURFHGXUHVLWLVHTXDOO\GLIILFXOWWRWKLQNRIPDQ\H[DPSOHVZKHUH
DSROLWLFDOSDUW\RU OHDGHUKDVEHHQHOHFWHGRQDSURJUDPPH WR LPSOHPHQW WKH VRUWRISROLFLHV
ZKLFKPLJKW IXUWKHUVXFKDJRDO:KHUHUDGLFDOFKDQJHVKDYHEHHQXQGHUWDNHQ WKLVKDV ODUJHO\
EHHQDJDLQVWDEDFNJURXQGRIZDUFULVLVRUWKHFROODSVHRIH[WDQWLQVWLWXWLRQVDQ\RIZKLFKPLJKW

:HFDQQRWHWKDWRIFRXUVH+HOOHUDOVRHPEUDFHVULJKWVDVHVVHQWLDOVDIHJXDUGVRILQGLYLGXDOOLEHUW\6HH$JQHV
+HOOHU¶5LJKWV0RGHUQLW\’HPRFUDF\•LQ$JQHV+HOOHU&DQ0RGHUQLW\6XUYLYH"SS:HPLJKWKRZHYHUDOVR
QRWHKRZLWKDVQRW\HWRFFXUUHGWRKHUWKDWWKHFRVWRIWKHGHIHQFHRILQGLYLGXDOULJKWVLVDZHDNHQLQJRIWKHVWDWH•V
FDSDFLW\ WR DFW LQ WKH FROOHFWLYH LQWHUHVW WKH VRXUFH RI WKH WHQVLRQ EHWZHHQ IRU H[DPSOH 5RRVHYHOW•V1HZ’HDO
SDFNDJHDQGWKH6XSUHPH&RXUWGHIHQFHRIWKH&RQVWLWXWLRQ
$JQHV+HOOHU ¶2Q)RUPDO’HPRFUDF\• LQ -RKQ.HDQH HG&LYLO6RFLHW\DQG WKH6WDWH1HZ(XURSHDQ3HUVSHFWLYHV
/RQGRQ9HUVR6HHDOVR+HOOHU7KH3RZHURI6KDPHS
$JQHV+HOOHU¶:KHUHDUHZHDW+RPH"•7KHVLV(OHYHQS
 7KLV REVHUYDWLRQ DOORZV +HOOHU FRQVLVWHQWO\ WR EHUDWH 0DU[ IRU QRW DFFHSWLQJ WKDW WKH UDGLFDOLVDWLRQ RI
GHPRFUDF\ ¶FRXOGEH FRQFHLYHG DV DSURFHVVZLWKLQ WKH HVWDEOLVKHG IUDPHZRUNRI DQ DOUHDG\ H[LVWLQJGHPRFUDF\•
$JQHV+HOOHU¶0DU[DQG0RGHUQLW\•7KHVLV(OHYHQS
  
SURYLGH WKH SRSXODU LPSHWXV QHHGHG WR RYHUFRPH HQWUHQFKHG LQWHUHVWV DQG HOLWHV VXFK DV LQ
%ULWDLQ DIWHU 2I WKH IHZ JHQXLQHO\ UDGLFDO OHIWZLQJ SDUWLHV WR EH HOHFWHG WR SRZHU WKH
UHFRUG VXJJHVWV WKDWQRWRQO\GR WKH\KDYH WR FRQWHQGZLWK UHVLVWDQFH IURPZLWKLQEXWPRUH
ZRUULQJO\RSSRVLWLRQRIWHQ LQ WKH IRUPRIDJJUHVVLRQIURPZLWKRXW7KHH[DPSOHRI6DOYDGRU
$OOHQGH•V UHJLPH LQ&KLOH EURXJKWGRZQDOPRVWRSHQO\ZLWK WKHKHOSRI WKH&,$SURYLGHV D
VDOXWDU\OHVVRQLQWKHSHULOVIDFHGE\SRSXODUO\HOHFWHGODZDELGLQJOHIWUDGLFDOVLQWKHLUDWWHPSWV
WR SURPRWH MXVW WKH VRUW RI LGHDOV DGYDQFHG E\+HOOHU ,Q VKRUW WKHUH LV OLWWOH WR VXJJHVW WKDW
GHPRFUDF\UHDOO\FDQEHDKRPHIRU¶DQWLOLEHUDOV•DVVKHDUJXHV2QWKHFRQWUDU\WKHKLVWRULFDO
HYLGHQFH VKRZV YHU\ FOHDUO\ WKH GLIILFXOW\ RI DGYDQFLQJ D UDGLFDO VRFLDOLVW DJHQGD LQ D OLEHUDO
FDSLWDOLVWVRFLHW\

:KDWLVEHPXVLQJLQWKLVGLVFXVVLRQLVWKDW+HOOHUVKRXOGHYHUWKLQNWKDWGHPRFUDF\ZDVLQWKLV
VHQVH D YHKLFOH RI ¶SRVVLELOLW\• DQG RSHQHQGHGQHVV ZKHQ WKRVH ZKR GHIHQG OLEHUDOGHPRFUDF\
DQGLQGHHGDVLQWKHFDVHRIWKHDXWKRUVRI7KH)HGHUDOLVW3DSHUVKHOSHGWRIRXQGLWDUJXHWRWKH
FRQWUDU\$VPRGHUQ UHSXEOLFDQ WKHRULVWV IURP+DPLOWRQ DQG7RFTXHYLOOH WR2DNHVKRWWPDNH
FOHDU SDUW RI WKH SRLQW RI IRUPDOLVLQJ GHPRFUDWLF LQVWLWXWLRQV DQG VWUXFWXUHV ZDV DQG LV WR
SURYLGH D EXOZDUN DJDLQVW UDGLFDOLVP SDUWLFXODUO\ RI FRXUVH FROOHFWLYLVW UDGLFDOLVP ZKLFK E\
GHILQLWLRQSRVHVD¶WKUHDW•WRWKHLQGLYLGXDO•V¶HQMR\PHQW•RIKLVRUKHUSURSHUW\7KHGRFWULQHRI
¶WKHVHSDUDWLRQRISRZHUV•WKHV\VWHPRIFKHFNVDQGEDODQFHVDQGWKHLGHDRIGLVSHUVLQJSRZHU
EHWZHHQIHGHUDODQGVWDWHRUUHJLRQDODJHQFLHVZDVGHVLJQHGTXLWHH[SOLFLWO\WRSUHYHQWWKHVWDWH
DVVXPLQJWKHVRUWRISRZHUVDQGVFRSHIRUDFWLYLW\GHVFULEHGE\+HOOHULQKHUGLVFXVVLRQRIZKDW
VRFLDOLVP PLJKW ORRN OLNH ,W ZDV DOVR GHVLJQHG WR SUHYHQW DQ\ UDGLFDO PRYHV WRZDUGV WKH
HVWDEOLVKPHQW RI VXFK D V\VWHP SDUW RI WKH UDLVRQ G•rWUH RI OLEHUDOGHPRFUDWLF V\VWHPVEHLQJ WR
PDNH UDGLFDO FKDQJH DV GLIILFXOW DV SRVVLEOH ,Q WKLV VHQVH OLEHUDOGHPRFUDF\ KDV ORQJ EHHQ
MXVWLILHG LQ WHUPV RI LWV DELOLW\ WR SURGXFH VWDEOH VREHU JRYHUQPHQWV ZKLFK EHFDXVH RI WKH
GLIILFXOW\RIDOWHULQJWKHEDVLFLQVWLWXWLRQVDQGVWUXFWXUHVRIWKHVWDWHFRQILQHWKHPVHOYHVWRWKH
GD\WRGD\ EXVLQHVV RI HFRQRPLF PDQDJHPHQW DQG SLHFHPHDO VRFLDO UHIRUP 7KH QRWLRQ
WKHUHIRUH WKDW OLEHUDOGHPRFUDF\ FRXOG SURYLGH WKH YHKLFOH IRU WKH FUHDWLRQ RI D UDGLFDOO\
FROOHFWLYLVWUHSXEOLFLVRQHWKDWZRXOGEHDQDWKHPDERWKWRWKRVHZKRFRQFHLYHGDQGKHOSEXLOG
OLEHUDORUUHSUHVHQWDWLYHGHPRFUDFLHVDQGWRWKHYDVWPDMRULW\RIWKRVHZKRFRQWLQXHWRDGYHUWLVH
LWV YLUWXHV ,W ZDV FHUWDLQO\ DQDWKHPD WR WKRVH ZKR EURXJKW GRZQ $OOHQGH VSRQVRUHG D ZDU
DJDLQVW1LFDUDJXD•V6DQGLQLVWDUHJLPHDQG LQYDGHG*UHQDGDDOODFWLRQV MXVWLILHG LQWKHQDPHRI
¶GHIHQGLQJ•GHPRFUDF\7KHSRLQWLVOLEHUDOGHPRFUDF\LVVHHQE\LWVDGYRFDWHVDVDUHDOPQRWRI
SRVVLELOLW\DV+HOOHUVXJJHVWVEXWRI¶FORVXUH•RIVDIHW\DQGFHUWDLQW\

,W LV MXVW VXFK FRQVLGHUDWLRQV ZKLFK KDYH OHG PDQ\ ZLWKLQ WKH VDPH WUDGLWLRQ RI WKRXJKW DV
+HOOHULHWKHGHPRFUDWLFRUOLEHUWDULDQVRFLDOLVWWUDGLWLRQWRTXHVWLRQWKHSRVVLELOLW\QHYHUPLQG
WKH OLNHOLKRRG RI UDGLFDO FKDQJH RFFXUULQJ WKURXJK SDUOLDPHQWDU\ DFWLYLW\ 7KHUH DUH FRXQWOHVV
UDGLFDOWKLQNHUVZKRDJUHHZLWK+HOOHUDQG)pKHUDERXWWKHQHFHVVLW\RIUDGLFDOLVLQJGHPRFUDF\
EXWZKRDOVRSRLQWWRWKH¶DQWLGHPRFUDWLF•QDWXUHRIPDQ\RIWKHSUDFWLFHVZKLFKURXWLQHO\RFFXU
DV SDUW RI WKH QRUPDO IXQFWLRQLQJ RI VXFK V\VWHPV 1RDP &KRPVN\•V FULWLTXH RI PHGLD
PDQLSXODWLRQDQGDJHQGDVHWWLQJE\¶ELJEXVLQHVV•FRPHVWRPLQGDVDVHULRXVDWWHPSWWRH[SRVH
WKH ODFN RI VXEVWDQWLYH GHPRFUDWLF SUDFWLFH LQ GHPRFUDWLF V\VWHPV 6R WRR GRHV &DUROH
3DWHPDQ•VDQDO\VLVRIWKHVKRUWIDOOEHWZHHQWKHUKHWRULFRIGHPRFUDWLFSDUWLFLSDWLRQZKLFKVHUYHV
DWOHDVWLQSDUWWROHJLWLPDWHOLEHUDOGHPRFUDWLFVWDWHVDQGWKHUHDOLW\RIWKHHOLWLVWLQWHUHVWJURXS

1RDP&KRPVN\IRUH[DPSOHKDVSHUVXDVLYHO\DUJXHGWKDWWKHJUHDWHVWWKUHDWWRWKRVHZLVKLQJWRDGYDQFHDOHIW
UDGLFDODJHQGDLVIURPWKRVHVXFKDVWKH8QLWHG6WDWHVJRYHUQPHQWZKRYLHZDOOVXFKLQLWLDWLYHVDVWKUHDWVWRWKH
¶ZRUOGRUGHU•DQGDVDWWDFNVRQ¶GHPRFUDF\•6HHKLV’HWHUULQJ’HPRFUDF\/RQGRQ9LQWDJHDQGZLWK(GZDUG
6+HUPDQ1HFHVVDU\,OOXVLRQV7KRXJKW&RQWUROLQ’HPRFUDWLF6RFLHWLHV/RQGRQ3OXWR
 6HH LQ SDUWLFXODU 1RDP &KRPVN\0DQXIDFWXULQJ &RQVHQW 7KH 3ROLWLFDO (FRQRP\ RI WKH 0DVV 0HGLD 1HZ <RUN
3DQWKHRQ
  
DFWLYLW\ZKLFKSDVVHVIRU¶SROLWLFV•LQVXFKFRQWH[WV:KDWVXFKFULWLFVDUJXHLVWKDWWKHLGHDRI
¶UDGLFDOGHPRFUDF\•LVVRDWRGGVZLWKWKHSUDFWLFHRIOLEHUDOGHPRFUDF\WKDWZHDUHWDONLQJDERXW
WZRTXLWHGLIIHUHQWV\VWHPV:KDW WKH\DUHDOVRVXJJHVWLQJ LV WKDW WKHSDVVDJHIURPRQHWR WKH
RWKHU LV XQOLNHO\ WR FRPH DERXW WKURXJK QRUPDO GHPRFUDWLF SURFHGXUHV ,W IROORZV WKDW WKH
UHDOLVDWLRQ RI D UDGLFDO GHPRFUDF\ QHFHVVLWDWHV H[WUDSDUOLDPHQWDU\ DFWLYLW\ GHVLJQHG LI QRW WR
¶RYHUWKURZ• OLEHUDOGHPRFUDF\WKHQFHUWDLQO\ LWVGLVSODFHPHQWE\QHZLQVWLWXWLRQVDQGSUDFWLFHV
,IWKH\DUHULJKWWKHQWRKROGWKDWOLEHUDOGHPRFUDF\LVPHUHO\DWRQHHQGRIDFRQWLQXXPZKRVH
RWKHUHQGLVWKHSDUWLFLSDWRU\UHSXEOLFDGYRFDWHGE\+HOOHUDQGDOVRWKDWDGYDQFHPHQWIURPRQH
HQGWRWKHRWKHULVSRVVLEOHZLWKRXWDQDFWRIFRQIURQWDWLRQLVLQHYLWDEO\WREULQJLQWRTXHVWLRQ
WKHJHQXLQHQHVVRIWKHFRPPLWPHQWWRUDGLFDOGHPRFUDF\

7KHVRXUFHRIWKHGLIILFXOW\ZLWK+HOOHU•VVWDQFHLVHYLGHQWO\WKDWVKHYLHZVDOODWWDFNVRQH[LVWLQJ
GHPRFUDWLFV\VWHPVDVDQDWWDFNRQWKHQRUPDWLYHGHVLUDELOLW\RIGHPRFUDF\LWVHOI,WLVDVLIQRW
WR GHIHQG GHPRFUDF\ LQZKDWHYHU JXLVH LWPD\ DSSHDU GHPRQVWUDWHV D OHVV WKDQZKROHKHDUWHG
DWWDFKPHQW WR WKH YDOXH RI GHPRFUDF\SHU VH$WWDFNLQJ GHPRFUDF\ LV WR OHQG VXFFRXU WR DQWL
GHPRFUDWVLQWKHLUGULYHWRWRSSOHLQVWLWXWLRQVZKRVHOHJLWLPDF\LVGHULYHGIURPWKHLUHQMR\LQJ
QRPDWWHUKRZ LQGLUHFWO\  WKH ¶FRQVHQW•RI WKHJRYHUQHG$Q\ IRUPRIGHPRFUDF\ LVRQ WKHVH
WHUPV SUHIHUDEOH WR DQ\ IRUP RI GHVSRWLVP 7KLV LV RI FRXUVH DQ XQGHUVWDQGDEOH VHQWLPHQW
FRPLQJIURPVRPHRQHZLWKVXFKFORVHKDQGH[SHULHQFHRIOLIHLQQRQRUUDWKHUDQWLGHPRFUDWLF
V\VWHP%XW LW LV VXUHO\RQH WKLQJ WR VD\ WKDW ,SUHIHU OLYLQJ LQ D OLEHUDOGHPRFUDWLF V\VWHPQR
PDWWHU KRZ FRPSURPLVHG RU LQDGHTXDWH WR DQ\ RWKHU W\SH RI QRQGHPRFUDWLF V\VWHP DQG
DQRWKHUWRVD\WKDWOLEHUDOGHPRFUDF\LVWKHVDPHW\SHRIV\VWHPDVUDGLFDOGHPRFUDF\DQGKHQFH
WKDWPRYHPHQWIURPRQHWRRWKHULVOLNHO\WREHSDLQOHVVDQGSHDFHIXO7RVXJJHVWWKDWLWPLJKWLV
VXUHO\WRGHPRQVWUDWHDURPDQWLFYLHZRIWKHRSHUDWLRQRISRZHULQPRGHUQGHPRFUDWLFVRFLHWLHV
DQG WR LJQRUH WKHZLGHU VRFLDO DQGHFRQRPLFFRQWH[W LQZKLFK VXFK V\VWHPVRSHUDWH DQGJDLQ
WKHLUOHJLWLPDF\,WLVIRUH[DPSOHWUXHDV+HOOHULQWLPDWHVWKDWWKH¶SRVLWLYHDEROLWLRQRISULYDWH
SURSHUW\• KDV QRW EHHQEDQQHGE\ DQ DUWLFOH LQ WKH%LOO RI5LJKWV DQGKHQFH WKDW LW UHPDLQV D
¶SRVVLELOLW\• WREHUHDOLVHG,W LV LUUHOHYDQWRQWKHVHWHUPVWRDVNZK\QRVXFKGHPDQGKDVHYHU
VHULRXVO\ EHHQ UDLVHG LQ WKH8QLWHG 6WDWHV RUZK\ HYHQZHUH LW WR EH DGRSWHG DV SROLF\ RI D
SROLWLFDOSDUW\LWZRXOGVWDQGQRFKDQFHRIEHLQJHQDFWHG:KLOVWVKHLVSUHSDUHGWRFRQFHGHWKDW
WKHUH DUH SRZHUIXO IRUFHV RSHUDWLQJ LQ OLEHUDOGHPRFUDWLF VWDWHV DFWLYHO\ HQVXULQJ WKDW VXFK
GHPDQGVDUH UDUHO\KHDUG OHW DORQH VHULRXVO\FRQWHPSODWHG VKH LVFOHDUO\QRW UHDG\ WRFRQFHGH
WKDW VXFK PHDVXUHV DUH UXOHG RXW E\ YLUWXH RI WKH PDQQHU LQ ZKLFK WKH V\VWHP KDV EHHQ
FRQVWUXFWHG DQG WKH SROLWLFDO FXOWXUH ZKLFK VHUYHV WR VXVWDLQ LW 7KLV ZRXOG VHUYH WR
XQGHUPLQHKHUFODLPWKDWGHPRFUDF\LVWKHUHDOPRIFRQWLQJHQF\DQGSRVVLELOLW\DQGKHQFHIRUFH
KHUHLWKHUWRUHYLVHKHUYLHZVRQGHPRFUDF\RUWRPRGHUDWHKHUSROLWLFDOUDGLFDOLVP:KDWZHDUH
OHIW ZLWK KRZHYHU LV D WKHRUHWLFDO DQG SROLWLFDO DSRULD D VSKHUH RI QRQGHWHUPLQDWLRQ DQG
SDUDGR[LFDOO\RILQDFWLRQIRULWLVVXUHO\DVSKHUHLQZKLFKWKRVHZKRZLVKWRDGYDQFHKHUYLVLRQ
RIDUDGLFDOGHPRFUDF\DUHSUHYHQWHGIURPGRLQJVRE\WKH LQVLVWHQFHRQUHPDLQLQJZLWKLQWKH
FRQILQHVRIDV\VWHPWKDWKDVSURYHQUHPDUNDEO\UHVLVWDQWRYHU WKHFHQWXULHV WRDOODWWHPSWVDW
UDGLFDO UHIRUP :LWK WKLV LQ PLQG LW LV GLIILFXOW WR HVFDSH WKH FRQFOXVLRQ WKDW DJDLQ +HOOHU•V
UDGLFDOLVPLVFRPSURPLVHGE\DQLQVLVWHQFHRQUHPDLQLQJZLWKLQWKHFRQILQHVRIWKHJLYHQWKH
NQRZQWKHUHDOIRUIHDURQHFDQRQO\VXUPLVHRILQYRNLQJGDUNDJRQDOIRUFHVRIFRQWHVWDWLRQ
DQGYLROHQFH




6HH&DUROH3DWHPDQ3DUWLFLSDWLRQDQG’HPRFUDWLF7KHRU\&DPEULGJH&DPEULGJH8QLYHUVLW\3UHVVDQG7KH
3UREOHPRI3ROLWLFDO2EOLJDWLRQ&DPEULGJH3ROLW\
 6KH PHQWLRQV PXOWLQDWLRQDO FRUSRUDWLRQV VHFUHW SROLFH DJHQFLHV DQG PLOLWDU\ HVWDEOLVKPHQWV DV SRVVLEOH
¶HQHPLHV•RIGHPRFUDF\6HH+HOOHU¶2Q)RUPDO’HPRFUDF\•SS
  
)URPDJRUDWRKRXVHKROGIURPZHWR,

$VVKRXOGEHDSSDUHQWIURPZKDWKDVDOUHDG\EHHQVDLG+HOOHUJLYHVWKHVWURQJLPSUHVVLRQWKDW
LQ DQ LPSRUWDQW VHQVH ZLWK WKH HVWDEOLVKPHQW RI GHPRFUDWLF LQVWLWXWLRQV DQG SURFHGXUHV WKH
SROLWLFDOSKDVHLQWKHOLEHUDWLRQRIKXPDQLW\LVRYHU¶’HPRFUDF\•DVVKHSXWVLW¶LVWKHDEVROXWH
SUHVHQWHQFRPSDVVLQJWKHSDVWRISUHVHQWDQGWKHIXWXUHRISUHVHQW•)RUSRVWPRGHUQVWKHUH
LV QR RXWVLGH RI GHPRFUDF\ EHFDXVH GHPRFUDF\ LV WKH LQVWLWXWLRQDOLVDWLRQ RI WKH FRQWLQJHQW
SHUVRQ’HPRFUDF\KDVSURYLGHGWKHWHUUDLQXSRQZKLFKHYHU\SRVVLELOLW\FDQEHSOD\HGRXW7R
SXW WKH VDPH SRLQW GLIIHUHQWO\ GHPRFUDF\ DOORZV XV WR SXUVXH RXU GUHDPV DQG IDQWDVLHV
H[SHULPHQWZLWKSHUVRQDORUFROOHFWLYHXWRSLDV LQ VKRUWEHZKRZHZDQW WREHZLWKRXWEHLQJ
PDGHVXEMHFWWRRWKHUSHRSOH•VFRQFHSWLRQVRIKRZZHVKRXOGOLYH

7KHDOOXVLRQWR1R]LFN•V¶XWRSLDRIXWRSLDV•LVQRWDFFLGHQWDO+HOOHULVNHHQWRDFNQRZOHGJH
WKHPDQQHULQZKLFKWKHLQGLYLGXDORQHPLJKWVD\WKH¶SRVWPRGHUQ•LQGLYLGXDOLVSODFHGDWWKH
FHQWUH RI KLV WKLQNLQJ DERXW KRZ VRFLHW\ VKRXOG EH RUGHUHG 7KH SUREOHP ZLWK 1R]LFN•V
UHQGHULQJRIWKH*RRG/LIHLVWKDWLWJLYHVWRROLWWOHVSDFHWRWKHPRUDOGLPHQVLRQRIOLIHWRWKH
IDFW WKDWZH OLYHDPRQJVWRWKHU LQGLYLGXDOV+LVZRUOG LVQRWRQHRIVRFLDOEHLQJVEXWRIVHOI
DEVRUEHG DWRPV FRPLQJ WRJHWKHU SXUHO\ IRU PXWXDO EHQHILW 1R]LFN•V SRVLWLRQ LV WKXV ERWK
SDUDGR[LFDO DQG LQFRQVLVWHQW IRU ZKLOVW H[WROOLQJ WKH LPSRUWDQFH RI D .DQWLDQ YLVLRQ RI
DXWRQRP\ KLV WKLQNLQJ LV DW WKH VDPH WLPH LQIRUPHG E\ DQ HVVHQWLDOO\+REEHVLDQ DFFRXQW RI
KXPDQLW\ LQZKLFK WKHRWKHU LV UHJDUGHGDV DPHDQV IRU WKH VDWLVIDFWLRQRIP\HQGV7KHZD\
IRUZDUGLQ+HOOHU•VYLHZLVQRWKRZHYHUWRMHWWLVRQWKHLQGLYLGXDOLVWSHUVSHFWLYHRI1R]LFNEXW
UDWKHU WRDXJPHQWKLVXQGHUVWDQGLQJRIZKDW LWPHDQV WREHDQ LQGLYLGXDO VR WKDW WKHVRFLDO LV
EURXJKWEDFNLQWRWKHHTXDWLRQ:HKDYHWRVWDUWLQRWKHUZRUGVIURPWKHIDFWRIRXUVRFLDOLW\
DVZHOODVRXUFRQWLQJHQF\DQGKLVWRULFLW\/RRNLQJDW+HOOHU•VPRVWUHFHQWZRUNLWLVHYLGHQWWKDW
KHUDPELWLRQQRZLVWRUHFRQFLOHWKHVHWKUHHIDFHWVRIRXUKXPDQLW\RUWRSXWLWDQRWKHUZD\WR
¶KXPDQLVH•LQGLYLGXDOLVPDQGE\H[WHQVLRQOLEHUDOLVP

,WLVFOHDUWKDWIRU+HOOHUZKDWWKLVSURMHFWHQWDLOVLVPRELOLVLQJWKHFDSDFLW\WRFKRRVHZKLFKOLHV
DW WKH URRW RI RXU FRQWLQJHQW EHLQJ LQ WKH VHUYLFH RI DXWRQRP\ /LNH .LHUNHJDDUG ZKR LV
HYLGHQWO\ WKH GRPLQDQW LQIOXHQFH RQ KHU UHFHQW ZRUN +HOOHU UHJDUGV ¶WKURZQQHVV• DV PDNLQJ
SRVVLEOH WKHGHYHORSPHQWRIWKHDXWRQRPRXVPRUDOSHUVRQDOLW\,WDOORZVXVWRGHFLGHZKRRU
ZKDWZHZLOOEHHLWKHUD¶SDUWLFXODUVLQJOHEHLQJ•RUDQ¶LQGLYLGXDOXQLTXHSHUVRQ•&KRRVLQJ
RXUVHOYHVHWKLFDOO\PHDQVDVVKHSXWVLW ¶WRGHVWLQHRXUVHOYHVWREHFRPHWKHJRRGSHUVRQZKR
ZHDUH•$VVKHUHPLQGVXVZHNQRZZKDWJRRGQHVV LVZHDOONQRZWKDW ¶JRRGSHRSOHDUH
SRVVLEOH• DQGKHQFHZKDW GRLQJ JRRG LQYROYHVZH DUH DIWHU DOO FRQIURQWHGZLWK H[DPSOHVQRW
RQO\LQGDLO\OLIHEXWLQDUWDQGOLWHUDWXUH*RRGQHVVGRHVQRWKLGHLWVHOIEXWUDWKHUVKLQHVOLNH
DEHDFRQIRUDOOWRVHH7KHSUREOHPLQRXUVRFLHW\LVWKDWSHRSOHHLWKHUGRQRWVHHWKDWWKH\FDQ
EHJRRGRU WKH\FKRRVHVHOILVKQHVVRUQDUFLVVLVPRYHUJRRGQHVV)RU+HOOHUKRZHYHU LIPRUH
SHRSOHFKRVHWREHJRRGRU¶GHFHQW•WKHQTXLWHVLPSO\WKHZRUOGZRXOGEHDEHWWHUSODFHDWUXH
KRPHIRUKXPDQLW\7KHRQXVLVWKXVRQXVDVLQGLYLGXDODVWRPDNHRXWZRUOGEHWWHUE\EHLQJ
EHWWHUSHRSOH ,W LV WRDFW LQ WKH ¶KHUHDQGNQRZ•DV ¶FRQFUHWHHQWKXVLDVWV• IRUSDUWLFXODUYDOXHV

+HOOHU¶:KHUHDUHZHDW+RPH"•S
,QDSDVVDJHZKLFKHFKRHVWKHVHQWLPHQWVRI3DUW,,,RI1R]LFN•V$QDUFK\6WDWHDQG8WRSLD+HOOHUQRWHVWKDW¶D
XWRSLDQIRUPRI OLIHZKLFKFDQQRW OLYHSHDFHIXOO\ZLWKDOORWKHUIRUPVRI OLIHVKRXOGQRWEHUHFRPPHQGHG LQWKH
IRUPRIDVRFLRSROLWLFDOXWRSLD•$JQHV+HOOHU$3KLORVRSK\RI+LVWRU\LQ)UDJPHQWVS
$JQHV+HOOHU¶’HDWKRIWKH6XEMHFW"•LQ+HOOHU&DQ0RGHUQLW\6XUYLYH"S
$JQHV+HOOHU ¶7KH&RQWLQJHQW3HUVRQDQGWKH([LVWHQWLDO&KRLFH•3KLORVRSKLFDO)RUXP )DOO:LQWHU
S6HHDOVR+HOOHU3KLORVRSK\RI0RUDOVFKDSWHUVRQHDQGWZR
7KLV LV WKH WKUXVWRI WKHDUJXPHQW LQ$JQHV+HOOHU ¶7KH%DVLF4XHVWLRQRI0RUDO3KLORVRSK\•3KLORVRSK\DQG
6RFLDO&ULWLFLVP   6XPPHU  SS  DQG DOVRRI FKDSWHU HLJKWRI$JQHV+HOOHU*HQHUDO(WKLFV 2[IRUG
%ODFNZHOO  
  
DQGSULQFLSOHVUDWKHUWKDQDV¶DEVWUDFWHQWKXVLDVWV•ZKRIRUWKHVDNHRIUHDOLVLQJ¶XQLYHUVDOJRDOV•
DUHSUHSDUHG WRVDFULILFH VRPHIRU WKHJUHDWHUJRRGRI WKHZKROH+HOOHU•V IDVFLQDWLRQZLWK
1R]LFN•VHYRFDWLRQRI WKH ¶XWRSLDRIXWRSLDV•RIDZRUOG LQZKLFKFDQIDVKLRQKLVRUKHURZQ
LGHDOIRUPRIOLIHUHYHDOVLWVHOILQD7ROVWR\DQGHFODUDWLRQRIIDLWKLQRXUFDSDFLW\WRHPERG\WKH
LGHDORI¶V\PPHWULFUHFLSURFLW\•LQRXUGHDOLQJVZLWKRWKHUV$VVKHSXWVLW¶7KHJRRGSHUVRQLV
XWRSLDLQFDUQDWH•IRUWKHJRRGSHUVRQLVVRPHRQHZKRLQUHJDUGLQJWKHRWKHUDVDQHQGLQKLP
RUKHUVHOIPDNHVSRVVLEOHDZRUOGLQZKLFK1R]LFN•VYLVLRQFDQEHWUDQVIRUPHGIURPOLEHUWDULDQ
SLSHGUHDPWRSUDFWLFDOUHDOLW\

+HOOHUKDVVDLGH[SOLFLWO\WKDWKHUYLHZVRQWKHQDWXUHRIFRQWLQJHQF\DQGRXU¶WKURZQ•FRQGLWLRQ
DUHQRWSROLWLFDOEXWUDWKHUPRUDOLQFKDUDFWHU+HUSRVLWLRQVHHPVWREHWKDWVKHKDVPRYHG
RQIURPFRQVLGHULQJUHTXLUHPHQWVRUSUHFRQGLWLRQVIRUHQVXULQJVRFLDOMXVWLFHWRDFRQFHUQZLWK
RXWOLQLQJWKHHWKLFRPRUDOEDVLVRIJRRGRUULJKWFRQGXFW.DQWKDVEHHQDXJPHQWHGE\$ULVWRWOH
LQWKHTXHVWIRUWKHEDVLFFRQVWLWXHQWVRIFLYLOLVHGOLYLQJ1RQHWKHOHVVWKHVXVSLFLRQPXVWEHWKDW
WKHPRVWUHFHQWWXUQLQKHUWKRXJKWLVWKHFRQVHTXHQFHQRWRQO\RIDGLVHQFKDQWPHQWZLWKWKH
UHDOPRI WKH SROLWLFDO EXW DVZHQRWHG HDUOLHU WKH GLVSODFHPHQW RI WKH SROLWLFDO E\ WKH HWKLFR
PRUDODVWKHVLWHRIWKHJRRGOLIH6\PEROLFRIWKLVGLVSODFHPHQWLVVXUHO\WKHUHLQWHUSUHWDWLRQRI
WKH NH\ QRWLRQ RI ¶V\PPHWULF UHFLSURFLW\• DV DQ HWKLFDO UDWKHU WKDQ SROLWLFDO RU HPDQFLSDWRU\
SURMHFW:KHUHRQO\UHFHQWO\WKHGHPDQGWRWUHDWRWKHUVDVHQGVLQWKHPVHOYHVUHTXLUHGDSROLWLFDO
VROXWLRQLQWKHIRUPRIWKHSRVLWLYHDEROLWLRQRISULYDWHSURSHUW\DOO LWQRZFDOOVIRULV ¶UDGLFDO
WROHUDQFH•RIWKHRWKHUDVWDQFHZKLFKDSSDUHQWO\UHTXLUHVQRIXQGDPHQWDOFKDQJHLQWKHIDEULF
RIVRFLDORUHFRQRPLFUHODWLRQV$VVKHKHUVHOIPDNHVFOHDU LW LVWKHJRRGSHUVRQQRWWKHJRRG
VRFLHW\ZKLFKFRQVWLWXWHVXWRSLD ¶LQFDUQDWH•,WWKXVEHJLQVWRDSSHDUWKDWKDYLQJLGHQWLILHGWKDW
MXVWLFHFDQDVIRU$ULVWRWOHEHHTXDWHGZLWKEHLQJMXVWIRUZKLFKZHUHDGEHLQJJRRGRUGHFHQW
LWLVEXWDVKRUWVWHSWRFRQFOXGHWKDWJRRGQHVVFDQVXEVWLWXWHIRUMXVWLFH,WLVQRWVRPXFKWKDW
OLNH7KRUHDX*RGZLQRU7ROVWR\IRUWKDWPDWWHU+HOOHULVRSWLPLVWLFDERXWSURVSHFWVIRUPRUDO
LPSURYHPHQW RU ¶HQOLJKWHQPHQW• LQGHHG +HOOHU•V ZRUN HYLQFHV WKDW $UHQGWHVTXH ¶GDUNQHVV•
ZKLFKVSHDNVRIRQHZKRKDVH[SHULHQFHGDWFORVHTXDUWHUVSHRSOH•VFDSDFLW\WRFKRRVHHYLO,WLV
WKDW VKH KDV FOHDUO\ EHFRPH VFHSWLFDO DERXW WKH SURVSHFW RI WKH VWDWH RU LQGHHG DQ\ RWKHU
FROOHFWLYHDJHQWEHLQJDEOHWRPDQXIDFWXUHMXVWRXWFRPHVZLWKRXWWKHSULRUH[LVWHQFHRI¶GHFHQW•
LQGLYLGXDOV

7KHGUDZEDFNZLWKWKLVFRQFHSWLRQLVWKDWTXHVWLRQVRISRZHUDQGRZQHUVKLSUHFHGHIXUWKHULQWR
WKHGLVWDQFHDVWKHUROHRIWKHVWDWHFRPHVWRFRPSOHPHQWWKDWRIFLYLOVRFLHW\:KHUHRQFHKHU
GLVFXVVLRQRIIRUH[DPSOHFLWL]HQVKLSZDVLQIXVHGZLWKDSDVVLRQDWHLQVLVWHQFHRQWKHQHFHVVLW\
IRU WKH FROOHFWLYHGLVSRVDORYHU VRFLDO DQGHFRQRPLF UHVRXUFHVQRZKHUYLHZRI FLWL]HQVKLS LV
PRUH PRUDO WRQH +HOOHU HYLGHQWO\ KDV LQ PLQG WKH $ULVWRWHOLDQ FLYLWDV D ZRUOG EXLOW RQ WKH
REOLJDWLRQVZHRZHWRHDFKRWKHUDVIULHQGVDQGQHLJKERXUVUDWKHUWKDQDVSDUWLFLSDQWVLQDODUJHU
SXEOLFSROLWLFDOSURFHVV$VIRU$ULVWRWOHLWLVZRUOGLQZKLFKWKHSRLQWRISROLWLFVLVOHVVWKHFUXGH
GHWHUPLQDWLRQ RI ZKR JHWV ZKDW WKDQ WKH IRVWHULQJ WKURXJK SHLGHLD RI FLYLOLVHG FRQGXFW DQG
V\PSDWK\IRURXUIHOORZEHLQJV7KLV LVD ¶SROLWLFV•ZKRVHIXQFWLRQ LVQRW WKHUHVROXWLRQRI
¶WKHPHWDSK\VLFVRIWKHVRFLDOTXHVWLRQ•EXWWKHXSNHHSRIDQLQVWLWXWLRQDODQGOHJDOIUDPHZRUN
ZKRVH YLUWXH LV KHOG WR EH WKDW TXHVWLRQV SUHYLRXVO\ UHJDUGHG E\+HOOHU KHUVHOI DVPDWWHUV RI

+HOOHU3KLORVRSK\RI0RUDOVSS
+HOOHU$3KLORVRSK\RI+LVWRU\LQ)UDJPHQWVS
 ,QDGLVFXVVLRQRI WKH ¶GHFLVLRQLVP•RI&DUO6FKPLWW VKHVWDWHV WKDW ¶7KHH[LVWHQWLDOFKRLFH«LVRIQRGLUHFW
FRQFHUQIRUSROLWLFDOSKLORVRSK\VLQFHLWLVDQGUHPDLQVDSHUVRQDOQRWDSROLWLFDOFKRLFHPHQDQGZRPHQFKRRVH
WKHPVHOYHVDQGWKHPVHOYHVDORQH•$JQHV+HOOHU¶’HFLVLRQDV:LOORU&KRLFH•LQ+HOOHUDQG)pKHU7KH*UDQGHXUDQG
7ZLOLJKWRI5DGLFDO8QLYHUDOLVPS
+HOOHU3KLORVRSK\RI0RUDOVS
  
SXEOLF FRQFHUQ DUH OHIW WR EH UHVROYHG E\ SULYDWH RU FRQWUDFWXDO DUUDQJHPHQW 7KH EUXWH
HQHUJ\RIWKH*UHDW5HSXEOLFDQDVVHPEO\IRU(YHU\PDQLVWUDQVIRUPHGLQWRDJHQWOHPDQ•VFOXE
LQZKLFKJRRGPDQQHUVDQGDFRQFHUQIRURWKHUVDUHLQYRNHGDVDFLWL]HQ•VFKLHIYLUWXHV

:KDW LVSDUWLFXODUO\ZRUU\LQJDERXW WKH ODWHVWPRYHV LQWKHGHYHORSPHQWRIKHUWKRXJKW LV WKH
PDQQHU LQZKLFK LQFUHDVLQJO\ WKH HPHUJHQFHRI WKH FRQWLQJHQW LQGLYLGXDO XQGHUPRGHUQLW\ LV
UHJDUGHGE\+HOOHU DVXQGHUPLQLQJ WKHFDVH IRU DSROLWLFVRI OLEHUDWLRQRUHPDQFLSDWLRQ ,QDQ
LPSRUWDQWVHQVHWKLVUHSUHVHQWVWKHFRQIODWLRQRIWKHDFKLHYHPHQWRID¶XQLYHUVDOKXPDQLW\•ZLWK
WKHDWWDLQPHQWRIHTXDOLW\ LQDOOVSKHUHVRI OLIH7KHUHDVRQLQJLVXQGHUVWDQGDEOHLIXQIRUWXQDWH
IURP WKH SRLQW RI YLHZ RI GHYHORSLQJ D OHIW UDGLFDOLVP LQ WKDW LW DOPRVW H[DFWO\ UHSOLFDWHV WKH
UKHWRULFRIIUHHGRPGHSOR\HGE\OLEHUWDULDQVVXFKDV1R]LFNDQG+D\HNZKRDUJXHDJDLQVWDQ\
GHSOR\PHQW RI WKH VWDWH WR DGYDQFH WKH FDXVH RI HTXDOLW\ ZKHUH HTXDOLW\ LV XQGHUVWRRG DV
VRPHWKLQJPRUHWKDQHTXDOLW\EHIRUHWKHODZ6KHLVNHHQDVZHZRXOGH[SHFWWRVWUHVVWKDWZLWK
FRQWLQJHQF\ FRPHV UHVSRQVLELOLW\ IRU RQH•V IHOORZ EHLQJV ZKLFK SUHVXPDEO\ WUDQVODWHV LQWR
VRPHWKLQJOLNHD/RFNHDQGXW\RIFDUHWRRWKHUVEXWZKDWPLJKWEHOHVVDSSDUHQWWRKHULV
KRZTXLFNO\ WKH FHOHEUDWLRQRI LQGLYLGXDO LQGHWHUPLQDF\ DQGSRVVLELOLW\EHJLQV WR VRXQG OLNH D
GHIHQFH RI WKH OLEHUDOFDSLWDOLVW VWDWXV TXR ZLWK DOO LWV HQWUHQFKHG LQHTXLWLHV LQ SRZHU DQG
LQIOXHQFH)RUH[DPSOH LW LVVXUHO\QRWHQRXJKWRGHFODLPZLWKWKHGHIHQGHUVRIWKH$PHULFDQ
’UHDP WKDW VLQFH DOO $PHULFDQV DUH ¶ERUQ HTXDO• WKH\ DOO KDYH WKH VDPH FKDQFH RU ZRUVH
RSSRUWXQLW\ RI EHFRPLQJ 3UHVLGHQW RI WKH 8QLWHG 6WDWHV 7KLV JURWHVTXH FDULFDWXUH RI WKH
PHDQLQJRIHTXDOLW\KDVORQJEHHQUHJDUGHGE\OHIWUDGLFDOVDVWKHILFWLRQZKLFKVHUYHVWRNHHSLQ
EHLQJRQHRI WKHPRVWXQHTXDO VRFLHWLHVNQRZQWRKLVWRU\:HKDYHFRPHD ORQJZD\ZKHQDV
QRZ LW LV EHFRPLQJ LQFUHDVLQJO\ GLIILFXOW WR WHOO DSDUW WKH FRQWHQW RI +HOOHU•V PHDVXUHG
LQYRFDWLRQRIFRQWLQJHQF\DQGKLVWRULFLW\IURPWKHOLEHUDOLQGLYLGXDOLVPVKHRQFHVRHQHUJHWLFDOO\
RSSRVHG


&RQFOXVLRQ)URP¶UDWLRQDOXWRSLD•WR¶ZLOOWRXWRSLD•

$V,WKLQNLVREYLRXV+HOOHUUHPDLQVLQWKHRULJLQDOVHQVHRIWKHWHUPDUDGLFDOWKLQNHU7KHUHDUH
IHZWKHRULVWVZKRDUHPRUHZLOOLQJDUHDEOHWRUHYHDOWKHURRWVRIWKHKXPDQFRQGLWLRQDQGWKH
PHDQLQJ RI PRGHUQLW\ RU SRVWPRGHUQLW\ WKDQ +HOOHU 6KH KDV WKH SRZHU RI WKRXJKW DQG
LPDJLQDWLRQ WR SHQHWUDWH WKH WKLFN IRJZKLFK VKURXGV RXU LGHQWLW\ DVPRGHUQ LQGLYLGXDOV0\
ZRUU\DERXWWKHUHFHQWWXUQLQ+HOOHU•VWKRXJKWLVWKDWLQKHUKDVWHWRGLWFKKHU0DU[LVWSDVWZLWK
DOOWKRVHXQZHOFRPHDVVRFLDWLRQVZKLFK¶0DU[LVW•QRZKDVIRUKHUVKHKDVMHWWLVRQHGSDUWRIWKDW
FULWLFDORSSRVLWLRQDOVSLULW WKDWZDVVRHYLGHQW LQKHUHDUOLHUZRUNDQGZKLFKFRDOHVFHGDURXQG
WKHLGHDRID¶UDWLRQDOXWRSLD•2IFRXUVHKHUVXVSLFLRQRI0DU[LVPLVDVPXFKDERXWWKHHYLGHQW
¶ZLOOWRSRZHU• RI WKRVH ZKR FRXQW WKHPVHOYHV DV 0DU[LVWV DV DERXW WKH WKHRUHWLFDO IODZV LQ
0DU[•VGRFWULQH%XWLQDWWHPSWLQJWRUHGUHVVWKHSDVWZKDWEHFRPHVDSSDUHQWLVKRZHDVLO\LWKDV
EHHQ IRU +HOOHU WR DGRSW D VWDQFH EHWZHHQ WKDW UHVLJQHG ¶UHDOLVP• FKDUDFWHULVWLF RI VRFLDO
GHPRFUDWLFWKLQNHUVDQGWKHUDGLFDOXWRSLDQLVPRIWKRVHVXFKDV:LOOLDP0RUULVZKRZLVKHGWR
SODFHSULQFLSOHEHIRUHSUDFWLFH7KHUHVXOWDV,KDYHDUJXHGHOVHZKHUHLVDVWDQFHZKLFKPLJKWEH
WHUPHG ¶ZLOOWRXWRSLD•DVDJHVWXUHWRERWKWKHVXEOLPLQDO LIQRWXQFRQVFLRXVTXDOLW\RIWKH
¶SRVLWLRQLQJ• DQG WKH IDFW WKDW LW UHWDLQV VRPH WUDFHRI WKH UDGLFDO HQHUJ\RIKHU HDUOLHU VWDQFH
:KDW ,PHDQE\ZLOOWRXWRSLD LV WKHQRZ UHSUHVVHGGHVLUH WR FRQVWUXFW WKHQRSODFHZKLFK LV
JRRG WKHUHE\ HVFDSLQJ WKH YLFLVVLWXGHV RI SRZHU DOWRJHWKHU 7KLV LV WKH UHDOP RI WKH ¶QHDUO\•

7KHUHIHUHQFH LV WRWKH$UHQGWLDQVRXQGLQJDUWLFOH ¶$JDLQVWWKH0HWDSK\VLFVRIWKH6RFLDO4XHVWLRQ• LQ+HOOHU
DQG)pKHU7KH3RVWPRGHUQ3ROLWLFDO&RQGLWLRQ
 7KXV DV VKH SXWV LW ¶UDGLFDO WROHUDQFH• LPSOLHV DQ DFWLYH UDWKHU WKDQ SDVVLYH UHODWLRQ WR WKH RWKHU ZKLFK
SUHVXSSRVHV D ¶FDULQJ UHODWLRQ• QRW LQGLIIHUHQFH 6HH $JQHV +HOOHU DQG )HUHQF )pKHU ¶&LWL]HQ (WKLFV DQG &LYLF
9LUWXHV•7KH3RVWPRGHUQ3ROLWLFDO&RQGLWLRQSS
  
SRVVLEOHZKLFK\HWUHPDLQVRXWVLGHWKHJUDVSRIWKHSROLWLFDOWKHUHDOWKHVSKHUHRISRZHUDQG
GRPLQDWLRQOLEHUDWLRQ

:H PHQWLRQHG HDUOLHU KRZ WKH ¶SRVWPRGHUQ FRQGLWLRQ• KDV VRPHWLPHV EHHQ FKDUDFWHULVHG LQ
WHUPVRIF\QLFLVPDQGGLVUHJDUGIRUWKHQRWLRQWKDWWKHUHDOPRIWKHSROLWLFDOFDQVWLOOEHUHJDUGHG
DVWKHUHDOPRIWKHSRVVLEOH\HWWKLQNLQJDERXW+HOOHU•VZRUNLWLVFHUWDLQO\QRWF\QLFLVPZKLFK
FKDUDFWHULVHV +HOOHU•V WKRXJKW 2Q WKH FRQWUDU\ KHU VWDQFH LV RQH ZKLFK LI DQ\WKLQJ
GHPRQVWUDWHVDIHDURIWKHSROLWLFDO+HOOHUZULWHVDVRQHZKRKDVVHHQWKHUDZSRZHURIWKHVWDWH
EHLQJPDQLSXODWHGIRULUUDWLRQDOSXUSRVHVE\WKRVHZKRMXVWLI\WKHLUDFWLRQVLQWKHQDPHRIWKH
¶FRPPRQ JRRG• 6KHZDQWV WR JXDUDQWHH WKDW /HYLDWKDQZLOO QHYHU DJDLQ EH XQOHDVKHG RQ WKH
LQQRFHQW+HUVWUDWHJ\LVWKHUHIRUHWRGLVDUPWKRVHZKRFODLPOHJLWLPDF\WRUXOHRQWKHEDVLVRI
SRVVHVVLQJWKHDQVZHUWRWKH¶ULGGOHRIKLVWRU\•¶XQLYHUVDOKDSSLQHVV•RUE\YLUWXHRIWKHIDFWWKDW
WKH\ XQGHUVWDQG RXU ¶WUXH• QHHGV :H VDZ ILUVWO\ KRZ KHU SHUIHFWLRQLVW GHRQWRORJ\ PDNHV
SROLWLFDO DFWLRQ LPSRVVLEOH E\ GLVEDUULQJ WKH ZHLJKLQJ RI ¶ORVVHV• DJDLQVW ¶JDLQV• DQG KHQFH
FKDOOHQJLQJWKHH[LVWLQJSDWWHUQRIGLVWULEXWLRQRUDFFHVVWRSRZHUIRUIHDUWKDWRQHHOHPHQWRI
VRFLHW\ZLOO¶ORVH•RXWWRDQRWKHUZKLFKLWRIFRXUVHZRXOG:HWKHQVDZKRZLQKHUGLVFXVVLRQ
RIGHPRFUDF\VKHFRQIODWHV WKHSUDFWLFHRIH[LVWLQJ OLEHUDOGHPRFUDWLFV\VWHPVZLWKGHPRFUDF\
SHU VH PDNLQJ LPSRVVLEOH WKH UHDVRQHG FULWLTXH RI VXFK V\VWHPV IURP D UDGLFDO GHPRFUDWLF
VWDUWLQJSRLQW$JDLQZKDWZHILQGLVWKDWWKHVWDWXVTXRLVOHIWXQWRXFKHGEHFDXVHRIWKHZHOO
GRFXPHQWHG GLIILFXOWLHV RI DGYDQFLQJ D UDGLFDO SROLWLFDO DJHQGD LQ D OLEHUDOGHPRFUDWLF VHWWLQJ
)LQDOO\KHU LQVLVWHQFHRQWKH LGHQWLW\EHWZHHQFRQWLQJHQF\DQGHTXDOLW\PDNHV LW LPSRVVLEOHWR
FULWLFLVHWKHPDUNHWRUGHURQJURXQGVWKDWLWKDPSHUVWKHDWWDLQPHQWRIHTXDOLW\†ZKHWKHULQWKH
IRUPRIHTXDOLW\RIRSSRUWXQLW\RURIOLIHFKDQFHV,IDOOHTXDOLW\DPRXQWVWRLVWKHHQMR\PHQWRI
EDVLFULJKWVDQGOLEHUWLHVWKHQWKHUHLVQRWKLQJLQWKHVWUXFWXUHRUIXQFWLRQLQJRIOLEHUDOVRFLHWLHV
ZKLFKUHTXLUHVUHPHG\LQJ,QDOOWKHVHYDULRXVPRYHVZKDWZHVHHLVWKHHPSW\LQJRIWKHLGHDRI
SROLWLFV DV ¶SRVVLELOLW\• WR WKH SRLQWZKHUH DV VKH LQWLPDWHV KHUVHOI DOO WKDW LV OHIW LV IRU XV DV
LQGLYLGXDOVWREHJRRGRUGHFHQW,QWKLVILQDOPRYHZHVHHPRVWFOHDUO\QRWWKH¶H[KDXVWLRQ•RI
XWRSLDQ HQHUJLHV DV ODPHQWHG E\ +DEHUPDV EXW UDWKHU WKHLU UHLQFDUQDWLRQ LQ WKH IRUP RI DQ
¶HWKLFV RI SHUVRQDOLW\• D PDQLIHVWR RI LQGLYLGXDO UHVSRQVLELOLW\ IRU WKRVH ZHDULHG E\ WKH
XQFLYLOLVHG VWUXJJOHVZKLFK FRPSRVHSROLWLFV:LOOWRXWRSLD UHWXUQV IXOO FLUFOH WR JUHHWZLOOWR
SRZHULQWKHGLVSODFHPHQWRIWKHSROLWLFDOIURPWKHUHDOPRIDFWLRQ. 
